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ve profits for its fiscal year ended December. 31, 1942. * Its ’ j 
st the determination of the’ Navy Price Adjustment Board was j 
t s position. on . the other hand, is that the. neti- 


XI wi© iac T >8 TOrraub it siuxul uuc . L 

excessive profits wre greater in aEonnt than is shoT/n by the present deter- 
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We have obtained from the Navy Price Adjustment Board its files 
relative to the proceeding had before it with respect to the petitioner 1 s 
fiscal year «ided Secasbsr 31, 1942. These files are being transmitted 
herewith. We are also transmitting copies of the petition, amendment to 
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petition and answer filed in this case* T 

There are also transmitted herewith certified photostatic copies of 
corporation income anc excess profits tax returns, with attached schedules, 
-r-Ufr r for the years 1936 to 1943, inclusive. 
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“t. . /,{> In our opinion it is important that we have this materiel analyzed 

• lA bv an accountant before any examination is made of the petitioner’s Books 
a\ . . and records. Accordingly it is requested that you have an accountant of 

your local Washington field office examine and analyze the data transmitted. 
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Board in arriving at the petitioner *s income, costs j" ;pr^its7aj^-^etv-Eortfir / j; VX':?: 2^ 
for its fiscal year *1942 and dividing each beteeeti, renegotiable and conrene- : J i/ 
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6. A discussion of apparent discrepancies, if any, between the data 
submitted by petitioner and the pertinent income tax returns filed by it. .. ■ 
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7. A summary of the petitioner's profit - and loss for each of it3 
fiscal years prior to the one involved in this suit> beginning with 1936.* 
The petitioner's average profit and loss for these years should be worked 
out with a subtotal for the years 1936 to 1939, inclusive. . - yt t { ' ’ 
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8* Suggestions as to rih&t infom^tion . Height be available, in peti- 
tioner 1 s books and records ^hicb could be obtained; by an accoimting 
exanination of then and ittiich possibly rould have a bearing on the question 
of the anctmt of petitioners excessive profits for its fiscal year 1942 
under the provisions of the Renegotiation let as amended* v : " . ., 
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(Boom 3616, Department of Justice) is in 

charge of this case for the Government . He will be avallabl^for any 
conferences desired by your accountant to 'the end .that the requested 
report, when submitted, till enable us intelligently to ouiiliie" .the^-X ,v*' 
nature and scope of the examination we expect to. have made in dueXccuree 
of the petitioner's books and records. 
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Erice Adjustment’ Board determined that G, K. HANSON 
g®“F derived $ 260,000 excessive profits for 1942 artLg 
^sr" ^ -xxx*** xwuxxTscvxjr T>o xne "go vernaent for ** * 

end use. This amount less applicable federal income 
*48? of $208,000 leaves $52,CO0 net refund due. Re- 

Se S iSb n^° f S ° f f 298 ' 751 * 79 « 49.42* of renegotiate 
, Sf; excessive profit, reduced , this to ; . , 

°f *■ sne S°^ a ^ > ^ e saleo as compared with .83* 

or less than 1% for "base period.* Company* rearned surplus 

increased $6540.60 from 1936 to 1940 and during 19 a 'and 

.42 increased $120,934*58. Aggregate cash dividends nt 

§32,000 paid in lata* two years and officers* salaries * 

i ® crsas8d » Company paid refund of 

§52,000 but disagreed *ith the determination and filed 

?eti .ion in Tax Court of Hni bw * j., • 

, . _ , ‘ 01 oniuea ow^es, dated October 31. 

N0 * ^ petition allegoa general 

points of error and raises no specific contentions as to ' 

renegotiate data used in the determination. Piles of 
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17, 1944. a letter was directed to.-the ccnpany fromP^ — “ T, 

- — l°f ^'’7 Rice Adjustnent Board n «: 
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a determining that excessive profits of &260 000 had h*>cn M l ,, , , 
i the comcairr ocnerbuHtr +w '-S ^TI?? 00 bad h** 611 realized 

assist^E present axty additional consideration 
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i ; \xha sales of data and instruction plates were allocated i 

ssaa Banner as steel stamps and dies in so far, as the cot-off date 
April 15, 1942, is concerned. The petitioner concluded that these 
do not directly enter into production of ecoipment artf are farther 
moved from war use than steel stamps and dies. Petitioner estimate 
of sales of this character should be considered renegotiable. 

ihe petitioner considered that sales of stencils, and erapl 
and guard badges, tool and time checks, and sundries to the general 
were not considered subject to renegotiation. 
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salaries utre but 7.3^ of sales as’ compared with an average ratio of of 

such- salaries to sale 3 for 14 companies in the industry surv e yed by the Do-/ 
partment of Comnorce* The allocation or officers*, salaries for the year 1942 
is ^reflected in Schedules 1, 2 and i % 'of this report. '• .'*:£** " i/yV '' 

Attention is call ed to the iten of royalties paid of $ 13 , 670^44, V 
■nhich is set forth under re^egotiable salts special in Schedule 2' of this ^,-i 
report. The petitioner explained that these royalties sere paid to a man 
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Attention is 
for these years' -sfaich j 
of profit on sales for 
made and it iras detersr 
to the operating resnU 




during the various 
a fair operating profit 
ticns for the years 1920 
of operation for the 
ccspaxy ^0 and sold 
a large segment, of the 
ft-cffi ^nson labor and 






Frcx a s c hedule o^ 
forth salens, cost of salea^^bett 
1^2 supporting its position?" th& 
Cx operations and per^ sntagos# '• II 
sen with the percental*? 


Years 


BSSl 


liSSpl 


1920-29 
1930-32 
l c 33-36 
l°3?-40 


#34,302 
301,255 .^1 
265,091 v ’V- 
325,271 




j^ce the inf or 
the petitioner there was 
^-ch is a comparative hi 
1942 and also Exhibit D i 
l c 40^ 1941 and 1942# 
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fe;* 5 ’,, '■ikr; *■'■'•* ''Exasdning' the 

$$£?'}' ^119^2' which is shoim on a^its>Q;.^|B4VT»i^-:^rnot^H ■-. y$f£ 

accowat^i^roired fl97* 0 38*^^^. : ^||{ ' ; 

the Vp^riod £rom ;1942j &f ter dividends bf^.v „ 

^>Vrgoooria.xi4i and $25,000 ii'1942 ^e i: paidi '&v;addition to .this inproye-^ - f/ - 
^y.v jaant 'of the surplus account ^teoticb*' again is called to the fact that of- '. 

, - ' ficars* salaries is 1940 Tier® $14,820, in ?-*"-H ware $45,810 and in 1942 ^ \ , -' 

P'v • -ware $76,000. It is noted that net profits before renegotiation tod after^ 

:v.' - • federal taxes were deducted asounted to $137,564, ■which is 34*65^ of net . • ’ -■:* 

; > ; ' worth of -$397,033.58 as of Decenher 31, 1942. - -•’•'•• 

.-. TUI. C0?< CLOSI ON “ . .... 

•There appears to be no dispute as to segregation of sales for the 
purposes of renegotiation and tiie allocation of costs. The figures submitted 
hv theoetitioner ware used without adjustment. The chief disagreement as has 
heretofore been set out i3 that excessive profits should be determined only 
after federal income taxes have been deduct od. Had this procedure been adopted, 
there would have been no excessive profits for renegotiation. Farther, in, 
arriving at a percentage to indicate a fair rate of return, the adjusted 
sales figure ($260, 000 deducted from net sales) should not be use d. It -ap- 
pears that a complete analysis of costs and explanation as to the seerega-. 
tion of sal«3 was submitted by the petitioner and it is net believed that 
an accounting investigation of ihe petitioner’s books and records would 
oaierially improve the government’s position. In view of the petitioner’s 
remarks that the base period of operation was an abnormal period the govern- 
ment attorney mar consider it important to study a number of representative 
companies in the same type of business as that of petitioner ts ascertain 
a ncn-mal margin of profit for these years. This is particularly true since 
the petitioner’s margin of profit for the base period was less than 1 %. 

H. 5?f CLOSURES TO THE BPEBAP 

Files of the Navy Price Adjustment Board pertaining to Petitioner’s 
operations for the year 1942. .; 

Certified photo static copies of federal income and excess profits * 
tsx returns for the years 1936 through 1942. ' 

The 3 a files are being transmitted to the Bureau in accordance with 
Screen instructions in order that they nsy be forwarded to the Department*;:; - j/'- - ^ v . ; • - 

$.,’" 'Copies of this report have been 

j?(. • - inasmuch as; investigation .may -he desired. 

&.1, 1, ,the' -'SspartoeOT * ffw 




; J - 
,'T 


> * ! ’ * r •■’ " .. Si ' *•, '-'ST '/>-■ '' \ -• :' 

■* ’ s ;. ■' ” I) •’ j *. I r-v.* ./*'«' V. - t b'-- v> >•:*;„ v .^. *. \% "t* ■'-* .'*... V 

1/ no 


■ " ,- . / .-‘/ ■ 'L-l ; ^ r »r - k . .„■- .r "* ' 
- • -»V • ..*,-• -*.'•■• ,s 





p v* y- v 

r 

• - * " / ''i 


■?►/ ;/'sr ^ : ^/>V' v ''- v Vp 






MW 


PP«P 


. KZPOftX* uscxr «„ \* ^ - 

^ashiik^gh/s-'g* 


BATS WKC€ MASK 

10-14-49 


row ODFOW 

WHICH MAT* 



wrcirr hamby * \ *\ \V' - ' E&H 

j. “itoasmiU). . 


THE C. iT.'nwjSOii CtKPAiijf, a Coro&sktio 
JiiiSS ’/^CSHSSra, Secretary of 
also si Acting Secretary of the 


CKAftACTEHOratSC 

KStBGQTIATIOil ACT 


raa^a^JIBEgg: BOAHD . & IT. JOHJrKEffiHJr, Chairman, 
YKOjSs of facts: Havy Brice Adjustment Board; 

I Tax Court Docket Do. 98-R 
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Doc3:et of U. 8. Tax Court reflects that cd Octotfe: 5, 
1949 j the court dismissed this csSje on account non- 
appearance. As a result of tMsfHisrdssSJ, thsPeter- 
rdnatior. aade by the T?r Contract^ ?ric ^4A justaent 
Board that petitioner earned excessive profits of 
$2iG,C00 for the calendar year 1942 rerains in full 
force and effect. 
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u.! Bureau letter dated April 2 ° . 19 A? 

^ lepcrt cf Special Agent (A)| I dated 

< Koveaber 26, 1947, at Washington, ~J. C. 


DETAILS: 


->■ AT ITASHTP-TC:’, D. C. 


4 check cf the docket, U. S. Tax Court, reflects that cn 
^^tobt.* \> , i _, -*v > the court dasnisssc p Ismtlff * s petation orr i c c cunt of nen— no 
pear anee of plaintiff. Ac a result of this disnfhdal > the r determination made* 
by the Sar Contracts Price Adjustment Board that petitioner* earned excessive" 
PSOfiMfif. c -~ v26C,Xp_for the calendar year 1942 remains in full force and y eff«c 
r 1 1- ‘ , ' ^ »ft »W>r. f£~~~ 
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October 25 , 1549 
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BttlldiiStt -3 ‘ 

V« 2 &Sgton 25 , D» C, 


Attn: 


&xkr 1620 - B^ae^stletloR Civ. 


Rat e. K, Hanecn Soepary v. Secre-^ 
tw cf the gatvyt 7«e gt. 


Genil«sa3l 

Pleaoo b* advised that on October 5 , 19A9, tbo 
Tax Court o^ the United States catered «a otd^Jf diudsaine tbs 
petition in the choro-entltlcd prt>««dios. 

This dissiasnl Icsvca in full force add effect she 
< 4 «*^ml£Atlcn EtfwSa b7 th$ v*&pepA®& that the patitionar *or 
«*2 C«<ri»r 31, HM. *““> > roftt * 

in tbs principal. t&&&A of $26©,@&)* 
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For tbe Attertssy General, 


a, 5« Fori son, 

Aesiatsat Attomoj' General. 
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n SAC, ISashington Field 


Director. FBI 


Beeeatoer 31, 1947 


Use Austin Company v. see ratary of 
the H&vy, Tax Docket fc ; o» 1Q4-R 
Renegotiation Act 


There are attached for your attention two copies of a self-explanatory 
memorandum from the Claims Division* dated December 26, 1947 together with, the 
enclosures indicated 'therein. , Upon completion of the investigation, the enclosures 
should be returned by year office to the Bureau. 

A copy of the Claims Division raemoranefena is being forwarded to the 
Cleveland Office inasmuch as the address of the petitioner la 16112 Euclid Avenue, 
fast Cleveland, Ohio, ho investigation will, be conducted by the Cleveland Office 
until a report baa been submitted by the Washington *ield Office and a subsequent 
memorandum received from, the Claims Division.; 11 

-* j *• ■ V 

v . • . 

''Enclosure's . .. 

cc - Cleveland {t&th bnclosiQre) .. 


Ur. E. A. Ta na 
&*. Cleg g. ftTtv.sVq crh 
Ur. Olavlh^ 114 ^ * o M 
Ur. Lad d ' ’ " 

Ur, Nichol e 

Ur. Rosen 

ur. Trac y i 

Ur, Egan____ — ^_ 

Ur; Qurne a 

Ur. Harbo - 

Ur. Uo h r "' < 

Ur. Penningto n ✓ 

Ur. Quinn Tan a „ 

Tele. Room /)J^\ 

Ur, Neas e ( •£ 

Ulss jQand y^ V TOQ .VI. " ' ‘ 
2sau £5 •. i -A » 

OJJ {yju'^ u 


COMMUNICATIONS SECTION 
, M A I L E D 1 -i 

* DEC 3 13947 pjl 

federal bureau of investigation | 

U. S. DEPARTMENT OF JUSTICE f 
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AIJSi^SS REPLY TO 
*‘TH£ AVTOkNEY GENERAL’* 
( AND REFER TO 
INITIALS AND NUMBER 


HABtwYQ 


DEPARTMENT OF JUSTICE 
WASHINGTON, D.C. 


Tax No • ' 104-R 


December 26, 1947 



MEMORANDUM FOR 
DIRECTOR, 


. J. EDGAR HOOVER 
EAU OF INVESTIGATION, 


Re: The-alustin Company v. Secretary of 

the Navy, Tax Docket ITo. 104-R 


er 


In the above-entitled, case, the petitioner seeks a re- 
determination of its excessive profits for its fiscal year ending December 31, 
1941 and 1942 , Its position is that the determination of the 

respondent was too highj the Governments position, on the other 
hand, is that the petitioners excessive profits were not less than 
has been found by the respondent. If the facts warrant it, we w ill 
urge the Tax Court to find that the petitioners excessive profits 
were greater in amount than is shown by the present determination. 


'A 


v 


\: 


The petitioner plans to rely in the Tax Court on the finan- 
cial data submitted by it to the delegatee which renegotiated the 
petitioner for and on behalf of the respondent. 

The following information and material is herewith forwarded: 

1. Copies of the petition and answer filed in this case. 

2. All available tax returns for this petitioner for the 
period beginning 1936. 


3. The renegotiation file obtained from the renegotiating 
agency for the fiscal year involved. 

The Austin Company is an Ohio corporation with its principal 
offices located at 16112 Euclid Avenue, East Cleveland, Ohio. Its counse l 
is the firm of McKeehan, Merrick, Arter & Stewart, 2800 Terminal Tower, 
Cleveland, Ohio. 






Department 


of Justice (Room 3348, Extension 1126) is in charge of this case on behalf 
of the Government. He will be available for any conferences desired by 
your accountants to the end that the requested report, when submitted, will 
enable us to intelligently outline the nature and scope of an audit we plan 
to have made of the petitioner* s books /^.nd /records. 
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In our opinion, it is important that we have this material 
analyzed before any examination is made of petitioner’s books and 
records. Accordingly, it is requested that you have an accountant 
of your local Washington Field Office examine 'and analyze the data 
transmitted herewith or referred to above snd submit his report, 
including therein the following: 

1 

1, A summary of petitioner's income, costs, profits and 
net worth for its fiscal year involved herein, divided between re- 
negotiable business and non-renegotiable business as claimed by the 
petitioner. 


2. An analysis of the theories used by the petitioner in 
allocating costs between renegotiable and non-renegotiable business, in 
allocating its total business between that which is renegotiable and 
that which is not, in amortizing equipment, in setting up reserves, etc. 

3. The applicability of alternative accounting theories to 
the petitioner's business. We, of course, are particularly interested 
in those theories the application of which would show smaller total 
expenses and greater net income from renegotiable business. 

4. An analysis of petitioner's income, costs, profits and 
net worth for its fiscal year involved herein, divided between rene- 
gotiable and non-renegotiable business, as worked out by the renego- 
tiating agency. 

5. an analysis of the theories used by the, renegotiating 
agency in arriving at the petitioner's income, costs, profits and net 
worth for its fiscal year involved herein, and dividing each between 
renegotiable and non-renegotiable business. 

6. A discussion of apparent discrepancies, if any, between 
the data submitted by petitioner and the pertinent income tax returns 
filed by it. 


7. h summary of the petitioner's profit and loss for each 
of its fiscal years prior to the one involved in this suit, beginning 
with the year 1936, if the petitioner was in business during that 
period. The petitioner's average profit and loss for the years 1936- 
1939 should be worked out. 

8. A summary of the balance sheets covering the years 1936 
to and including the year involved. 

9. Suggestions as to what information might be available in 
petitioner's books and records which could be obtained by an accounting 
examination of them, and which possibly would have a bearing on the ques- 
tion of the amount of petitioner's excessive profits for. its fiscal year 
involved herein, unaer the provisions of the Renegotiation Act, as 
amended. 


- 3 - 


t*«4. 


10. In analyzing the data submitted in this case, it is 
requested that your accountant classify petitioner’s business tinder 
the various headings set forth in the petition (pa.ges 8-13, inclu- 
sive). For example, construction sales should show sales, costs 
and profits for (i) cost plus fixed fee contracts, (ii) negotiated 
fixed amount contracts, (iii) DPC business, (iv) transactions with 
Dow Chemical Company, and (v) sales prior to April 28, 1942. Pos- 
sibly some of these subheadings will have to be further broken dovm, 
i. e., DPC business may have been both before and after April 28, 
1942, or it may be under a negotiated fixed amount contract. There 
may be several subheadings under some of the other general classi- 
fications. It is believed that such a breakdown is advisable in 
order that we can stipulate as to the mathematical accuracy of the 
various contentions raised by the petitioner. 


HERBERT A. BERGSON, 


IT 




Acting Assistant Attorney General 


Attachments 
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REPORT MADE AT 


WASHINGTON D. C. 


DATE WHEN MADE PERIOD POR 

, , WHICH MADE 


REPORT MADE BY 


/ / WHICH MADE , , s 

6/4/48 5/|^10gl2^15, EDBARD J. ARMBRUSTER (A) 


THE AUSTIN COMPANY V. SECRETARY OF THE NAVY, 
TAX DOCKET #i04-R ‘ 


CHARACTER OF CASE 


REHEGOTIAT ION ACT 


SYNOPSIS OF FACTS: , 


ACCOUNTING REPORT 


The Navy PAB determined that petitioner derived excessive 
profits of $400,000 from its renegotiate contracts for the 
fiscal year ended December 31, 1941, and §2,000,000 for the 
fiscal year ended December 31, 1942. Total sales in 1941 
amounted to $87,48i;222 of which §49,989,929 were not subject 
to renegotiation. Profits on renegotiate sales in 1941 
before renegotiation amounted to $1,238,112 and $838,147 ’after 
renegotiation. Total sales in 1942. amounted to §258,329 , 483 - 
of which $20,745,139 were not subject -to renegotiation.^ 

Profits on renegotiable sales in 1942 before renegotiation 
amounted to §5,555,677 and to $3,555,677 after renegotiation. 
Contracts inolude both fixed price and cost plus fixed 
price. Schedules A and B prepared from the NPAB files 
reveal details of gross reoeipts and adjusted profits. Con- 
tractor denies excessive profits and . filed petition, in Tax $ 
. Court on November' 10, 1944 seeking a r ^determination. No 
examination made of petitioner’s books and records by W0»’ 
Copies of this report being designated for the Cleveland 
Division for information purposes. 

: , - - . -P*- 


•U ^ '*4 V, ‘ ’ - - . , . ' ! ,, 

IfflFElREHCE: « Bureau letter dated December 31* 1947# 


V _ _ • 
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DO NOT WRITE IN THESE SPACES 


rY DESTROYED 


9/lKAY 6 Wp* OF THIS REPORT ^ . A . 

S' 3 / Bureau '■ ' /$t" 

T2- Cleveland (information) . - 

2 - Washington Field' 
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Coraparative Statement of .-Profit and Loss - 1936 through 1943 


Fage No» 
3> 

3 „ 
,4 

6 . 

8 

9 * 26 
9 . 

9 

11 

13 ; \ 
19 

21 

26 

28, 29 
. 28 
29 
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■ work is carried on. in each of the seven such areas under the district 
managers ib. o are generally 'vice-presidents* Each district office is 
patterned after an independent operating company, securing its ovm 
business and becoming a part of the local community. Each district maintains 
its own staff, storeyards and stock of construction equipment, She general 
office provides supervision and financial direction, determines policies, 
directs development and research activity and supervises the, operations 

of the steel fabricating mill* . 

; • .. /• : HISTORY -OF REHSGOTlfcTION 

The Austin Company was assigned to the Navy Department 
for renegotiation on August 6, 1942* On September 10, 1942, the Board 
requested the contractor .to submit preliminary (feta for renegotiation purposes* 
On September 14, 1942, the company replied to the communication and, advised 
that the information would be forthcoming* ' v. . . 

; '* * * , _ > h ' " » 

’ . ; * •• On November 23, 1942,, .the 'contractor submitted the first’ 

‘ infoimation for renegotiation purposes in, connection with the Board’s request* 

On February 20, 1943, the Austin Company wrote to the 
Navy enclosing various -schedules and other information which had been requested 
” "‘'heretofore by the Board. On March 26, 1943, the Company again wrote the Navy 
enclosing additional information, such as financial statements and answers to 
specific questions which it stated constituted all of the specific schedules 

■ and information requested*.' v • 

- 1 ' 'V: •• Qd April 19, 1943 the Company, sent to the Navy schedules 

; of contract data for the. year ended December 31, 1942 showing, construction 
sales, engineering sales and other financial data for that . particular year. ' 

o naw j „ ^ une 17 , • 1943 , the Austin Company sent to the 

’ ad(±Lt ?- o:n 3l schedules containing financial information 

5? la * ce sneets > surplus "profit and loss statements,' all. ■ 
tothe -fiscal year 1942. OnJulyS, . 1943 the Boardrequested 5 / 
ddxtional schedules Xrora the company pertaining to. its constraation costs,* 

The company replied on July 14,. 1943 that ERNST and ERNST, Certified Public 
' Accountants, would prepare the desired information. .. . * Public 

’ -• , r . On July 21^ 1943 the Company submitted to thp 

Stinent1"ct? T sc ^f >r the purpose o? plaS^on talSSd the 
Comoanv t a? 3 t L i 0 n i n f th ? histor % work and performance of the Austin : 

‘ 7 3 background for the analysis of the data previously submitted*. 
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_ On September 23, 1943, the company again sent to the 

Board additional schedules pertaining- to' its financial transaction* Under 
date of December 3, 1943 the Board mailed to the Austin Company notice that 
an initial conference was set for December 17, 1943, in Washington, which 
notice the company acknowledged by its letter of December 7, 1943* 

, ' On December 17,. 1943 a conference was had by the 

company and members of the Navy c Price Adjustment Board in Washington, D. C*.-. . 

No final determination wa& made at this meeting.' with respect to excess f 

profits* '• . v. ’ \ _ 

. Under (fete of February 19, -1944, the company sent to '* 

the Board additional, information which had been requested by analysts of the 
Board* Again on April 3, 1944, the Board requested certain specific 
information from the company concerning details of information which it had 
previously submitted* The company replied to this request under date of 
■ April 19, I? 44 *- On May 9, 1944, - the company wrote to the Board enclosing >, 
\ yacipus. schedules, and; information submitted or ;to be submitted to the Bureau 
of Internal Revenue, in: conneofi on with the’ reasonableness of salaries for' 
the years 1940;andl941whichwere involved in' the. disallowance for income .. 
tax purposes* Under date of May 16, 1944, the -Austin Company sent to. the 
oard in response to telephonic requests,' additional inf oraiation concerning 
•financial transactions' of: the Company for the years* 1936 to 1942 inclusive* 

:.Y ‘Pnder date of Jfey 24,, -1944, a .letter was sent to the 

Austin Company by the Board notifying the . company of a’ renegotiation meeting 

by letter^of ^May n 29^* 1944^ in Was^ngton, Di d*,' which the c ompahy -a cknpwL edged 

lOaeU' 4. is ' 'P* 1 ^VUie 5th nhd 6th, Renegotiation conferences were held 

was ¥ rSSS°«i ?* & by the ? oard a hd the company* No definite agreement- 
was reached as to the excessive profits at this .meeting* - , _ ■ 

iX.+w « - \ ; " Under date of June 17, 1944, the Austin Company wrote- •' ■ 

to the Board ref erring, bo the preliminaiy findings made at this meeting, of : 

Junj. 6th and advising;, that the company had not thou^it that the .profits under * 5 * 
cost plus a .fixed- fee contracts should be ^considered subject:- to reduction^ " 

also.offered various- reasons as: tp why it' ' - 
considered the tentative determination of -excessive profits by the Board 
to.be unreasonably high* *•. ' , ‘ * me aodra * 
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On July 10, 1944, the Chairman off the Board -wrote 
The Austin Company advising it that the Board had carefully considered 
the information submitted theretofore and had found nothing which would 
iustify a change in its findings made at a meeting with the company. 

Under date of July 17? 1944, the company wrote the Board advising it that 
in order to protect its position in regard to certain legal questions, 
it might be necessary for it to appeal to the Tax Court and that, therefore, 
the Board should make a unilateral determination* 


TTr^fir date of August- 14. 1944. a unilateral order was 



ISInliv^ The determination 

of the Board was to the effect that the excessive profits for the fiscal 
year ended December 31, 1941, amounted to §400,000 and, the excessive profits 
for the, fiscal year ended December 31, 1942, amounted to §2,000,000 making a 
total of §2,400,000 excessive profits for the fiscal years 1941 and 1942* 

On September $, 1944, the Paymaster General of the 
Navy advised the company that the net balance of the excessive profits which 
have been determined would, be §2,400,000 would be equal to $$03>H3.60 
after the application of the tax credits to which .the company would be 
entitled* . ' ■ " 

DETERMINATION OF EXCESSIVE PROFITS 

The Navy Price Adjustment Board determined that the 
petitioner derived excess profits of §400,000 in the.fiscal year ended - 
December 31> 1941," which. were applicable to cost plus, fixed fee contracts*.. 

The Board also determined that petitioner derived 
excess profits in' the amount of §2,000,000 in the fiscal year ended 
'December 31, 1942* Of this amount $290,000 was determined to be applicable 
to fixed price contracts and §1,800,000 was applicable to cost plus a foxed 
fee contracts* 

The .total amount of excessive profits amounts to 
§2,400,000 which is subject to' a tax. credit of §1,896,886*40 leaving a net . 
ref und due the Government of $$03, 113 .60* 


On March 1$. 1949. 


the repor ting agent joined | | 
| in a conference with 


b6 

b7C 
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b6 


| l and I I This conference b7c 

Tffls held at the counsel* s off ice of Me KSEHA IT, LihiRMCK , ART SR & STEilfART, 

2800 Terminal Tcwer, Cleveland, Ohio* 


At this conference,! | discussed -with the 

petitioner as to what their decision would he as to the, break-of f date of 
April 28, 1942 in regard to their war business* I I pointed out 

that although in the petition filed with the Tax Court by The Austin Company b6 
they referred to the April 28th break-off date, they do not show any break-up b7c 
of their total qnnt.rants as set forth in their sales figures on page 8 of 

End | asked to think this over a while 


this petition* 

and stated that they would notify the reporting agent at a later date* : 


raised the question of the Defense 


Plant Corporation business and the tabulation _o£ the nnntranis executed prior 
to July 1, 1943 as to the ir renegot iability* | |at this time b6 


and [ 


}/ith the recent court opinion concerning 


acquainted 

the July 1.' 1V4J effecti ve date of the amendment to the Renegotiation Act* 
Counsel and I l agajn, stated that, "they wished to think this over 

and would notify the reporting agent at a later date* 


b7C 


During this conference, [ 


^stated that he did 


not think the Price Adjustment Board gave adequate .consideration to the fact 
that the Austin Company was performing four .separate and distinct jobs ; ./ 

namely, (1) design and engineering of a project; (2), construction of a 
project 5 (3) the furnishing, of construction equipment needed for the • 
pe rform ance of the c onstruction work; and (4) the fabrication of structural 
steel* | further stated that the Austin , Company had performed engineer-. 


ing services for the Government, at a cost to the Government which is’ much 
less than it would have paid had .it entered into separate engineering contracts 
for the same work* | jstated he brought these points out because ■■ ■ b7c - 


b6 


the Board had renegotiated them on a yearly basis, instead of on a completed . 
contract basis and pointed out the fact that in the year 1943 the petitioner 
realized a profit on cost plus a fixed fee contracts of *86 per cent before 
taxes and before renegotiation* I I replied that at the time 

renegotiation was- first instituted, they. The Austin .Company, could have 
made an agreement with the Price Adjustment Board as ’to how they wished their* 
renegotiations to be handled and at this late date nothing further could be 
done about this matter* ' ? ' { . 


replied that he was of the opinion that the b6 

court should take into consideration their profits for the year 1943, in, which b 7c 
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year they were completing seme of the c ontinuing contrac ts and upon 


which they received no additional fee* 

FBI would check the firm T s .1943 records and submit them* 


^stated that the 


b6 

b7C 


|w as con tacted at The Austin Company* s 
offices on March 23, 19 4 9* At this time | I stated that The 

Austin Company had reached the following decision; namely, that the April 28, 
1942 breajc-down would be waived and that . all contracts, both Army and Navy, 
cost plus a fixed fee and lump sum would be considered on a yearly basis. 
Secondly, that in regard to the July 1, 1943 break-down for the Defense 
Plant Corporation, The Austin Company would stand upon the validity of the 
court decision in the 7/arner & Swasey case* r • 


METHOD CF ACCOUNTING 


The accounts are audited by ERNST and ERNST, The books 
are kept on an accrual basis, separate accounts being established for each 
construction project* Income on Ibng term contracts is taken un on basis 
of estimates of completion. Fees on Cost Plus a Fixed Fee, contracts are 
generally taken up in income as approved and passed for payment by the 
contracting officer or owners representatives* 

Separate records are maintained for the principal 
departments of the company; namely, Construction, Engineering and Bliss Mill* 
In. addition, costs of the individual contracts are charged with second party 
equipment rentals or rentals for the use of the ,cpmpany l s own equipment. 

The method of booking the intra-company operations and equipment rental 
may be summarized as follows* • m 

,1, Construction costs include, at billing price, all 
intra-company operations and second party equipment 
rentals; 

, 2 » Such billing price for Engineering is generally cost 

- . plus $ 0 % on lump sura work; for Bliss Mill is based 

on competitive prices, and for second party Equipment 
’ Rentals is in accordance with a company manual 
(small tools are generally charged at 4 of 1 % of 
contract price) which , rate appears to be below 1 OPA 
and AGC rates; 
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Tax Court No, 104-R 


DEPARTMENT OF JUSTICE 
WASHINGTON, D. C. 

January 31, 1949 

MEMORANDUM FOR MR. J. EDGAR 0 
DIRECTOR. FEDERAL BUREAU OF INVES. 




Res ThejAustin Company v. James V^orreVtal, 
Secretary of the Navy of the United States, 
Tax Court Docket No. 104-R. 




Reference is made to my memorandum relative to the above-entitled case wherein 
it was requested that the Washington field office of the Federal Bureau of Investi- 
gation examine and analyze the data submitted by the petitioner and used in the 
renegotiation of the excessive profits of the petitioner. Pursuant thereto, the 
report of Edward J. Armbruster (A) has been received. 


It is now requested that you assign an accountant to examine the petitioners 
books and records with a view to ascertaining, among other things, the following: 


1. The accuracy of the figures set forth in the schedules and exhibits contained 
in Agent Armbruster 1 s report. Possibly with respect to certain of these items spot 
checks will suffice. However, it is requested that the examination of your accountant 
be sufficient to satisfy him as to the accuracy of such figures. It will be noted 
that auditors for the Navy Department have made certain rather comprehensive examina- 
tions with respect to certain of the items set forth in the schedules and exhibits. b6 
Wherever it is possible, it is suggested that the work of these men be utilized. b7c 

2. The amount of renegotiable sales for 1941 and 1942. It will be noted that 
the determination includes excessive profits for both 1941 and 1942. 

3. Income, costs and profits of the Austin Company for the years 1936 to 19|2, 
inclusive, with subtotals for the period 1936 to 1939, inclusive. 


4. * The renegotiable sales, costs and profits for the years 1941 and 1942. 

5. An examination and analysis of the controllable items of expense in view 

of the fact that certain of said items were disallowed as being excessive and others 
because they were not allocable to the contracts renegotiated in these cases. This 
latter item is due to the fact that the larger portion of the excessive profits for 
1942 was applicable to cost-plus-fixed-fee contracts 


6. In analyzing the data submitted in this case, it is requested that your 
accountant classify petitioner’s business under the various headings set forth in 
the petition, pages 8 to 13, inclusive. For example, construction sales should 
show sales, costs and profits for (i) cost-plus-fixed-fee contracts, (ii) negotiated 
fixed amount contracts, (iii) DPC business, (iv) transactions with Dow Chemical 
Company, and (v) sales prior to April 28, 1942. Possibly some of these subheadings 
will have to be further broken down, i. e., DPC business may have been both before 
and after April 28, 1942, or it may be under a negotiated fixed amount contract. 
There may be several subheadings under some of the_ other general classifications. 
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It is believed that such a breakdown is advisable in order that -me can stipulate 
as to the mathematical accuracy of the various contentions raised by the petitioner. 

7. Any other facts which might develop during the examination which your 
accountant thinks might be material to the question of renegotiable profits realized 
by the petitioner during 1941 and 1942 and which might have some bearing on the 
amount of petitioner’ s excessive profits for the period involved. 

Petitioner’s counsel is the film of M cKeehan. Merrick. A rter & Stewart, 2.800 


Terminal Tower Building, 
listed on the petition. 
Gilmore, Vice President, 


I 


is the first counsel 


Cleveland, Ohio. 

It is suggested that your orrice contact him or Mr. L. P. 
the Austin Company, who by letter dated December 10, 1947, 


b6 
b7C ' 


requested this office to make an audit of the data with respect to this proceeding. 

There are transmitted herewith the administrative files of the Navy Department 
Price Adjustment Board which conducted the renegotiation with respect to this 
petitioner. In addition thereto, there are transmitted herewith the petition, 
answer, and copies of pertinent income tax returns. 


charge of this case for the 


Room 3738, Department of Justice (Extension 72) is in 
Government. 


We would appreciate your handling this matter as soon as possible. 


H. G. M0RIS0N 
Assistant Attorney General 
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for petitioner* Thiscconference was held at the counsel’s office of 
MefCEEHAN, MER RICK, ARTER & STEWART, 2800 Terminal Toner, Cleveland, Ohio,. 


discussed with 


At this conference,! 

the petitioner as to what their decision would be as to the break-off 
date of April 28, 19l*2 in regard to their war business. T 


pointed out that although in the petition filed with the Tax Court by 
The Austin Company they referred to the April 28th break~6ff date, but 
do not show any break-up of their total copt.racts as sfjt f orth in t heir 

*' Jasked 


t 


sales figures on Page 8 of this petition* 

to think this over a while and stated that they would notify the reporting 
agent when he contacted them on March 23, 19^9 to begin the audit* 


b6 

b7C' 


| raised the question of the Defense 
Plant Corporation business and the tabulation of the contracts execute d 
prior to July 1, 19li3 as to their r ene g otiabl lity ^'j] | 

at this time acquainted Mr. | | and | v?r£h the recent court , 

opinion concerning .. the July i f lvn 7 effeg*Ei'Ve~~ga te of the amendment to 
the Renegotiation Act* * Counsel and again stated “that they 

wished to think, this over and wouldnotiry the reporting agent as to 
their decision* ”, , . 


b6 ’ 
b7C 


Mr*[ 


] stated that he did not think the Price 


Adjustment Board gave adequate consideration to the fact that The Austin 
Company was performing four- separate and distinct jobs? namely, (1) . - , 

design and engineering of a project $ (2) construction of a project; ? - 

(3) the furnishing of construction equipment needed for the performance 
of the constr uction work; and (h) the fabrication of structural steely 
Mr. | f urther stated that The Austin Company had performed engineering 


services for the Government* at a cost to the Government which is much less 
than it would have paid, had it en tered into separate engineering contracts 
for the same work. Mr* stated. he brought these points put because 

the Board had renegotiated them on a yearly basis instead of j on a completed; 
contract basis and pointed out the fact that in the year 19 1*3 the petitioner 
realized a profit on, a cost plus fixed fee contracts' of *86 per cent before 
taxes and before .renegotiation* 


] replied that at the time renegotiation 


was first instituted, they. The Austin Company, could have made an agreement 
with the Brice Adjustment Board as to how they wished their renegotiations 
to be handled and at this late date nothing 1 further could be done about 
this matter*: - - ^ . 


b6 
b7C , 
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replied that he was of the opinion that the 


court should take into consideration their profits for the year 19h3 > in 
■which year they were completing sane of the conti mri no mntrflnt.g and upon 
which they received no additional fee* 

would check the firm*s 19l*3 records and submit them* However, 

stated he did not think that the year 19h3 would be taken into consideration* 


m W J. * MV VI-? 

J stated that the FRT 


b6 

b7C 


On March 23. 19lt9 Spe cial Agent 


located at 


(A) and the writer contacted! |at The Austin u ompany. 

16112 Euclid Avenue, East Cleveland, Ohio* At this time | Istated 

that The Austin Company had reached the following decision? namely, that 
the April 28, 19l*2' break-down would be waived and that all contracts, both 
Army and Navy, cost plus fixed fee and lump sum, would be considered on a 
yearly basis* Secondly, that in regard to the July 1, 19k3 break-down 
for the Defense Plant Corporation, The Austin Company w ould st.anrl and rise 
or fall upon the validity of a recent court decision* \ I bhen 

made available to agents various work sheets, certified statements and 
Austin, Company statements Of The Austin. Company* No books of original 
entry were available at the Cleveland headquarters for the sales of the 
various divisions located throughout the country of The Austin Company* 

ptated that the divisions sent in a balance sheet and profit 

and loss statement monthly and yearly^ This information was transposed into 
work sheets and then into the General Officers books and records* These 
General Office^ books and records are control accounts only,*, 


b6 

b7C 


is as follo?js % 


INVESTIGATIVE OUTLINE 

The investigative program in progress and contemplated 


A* General - Fiscal years 1936 through 191*3, inclusive t 

1# Prepare trial balance for. the books j 

2*. Reconcile profit or loss per books and Ftederal 

income tax returns^ 


3j» Prepare consolidated balance sheets and orofit 
and loss statements* * 
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B* Year end of December, 19l*l: 

1* Sales: 

(a) Segregate sales between DPC, Army and Navy, 

Dow Chemical Company, cost plus a fixed fee and Imp sum contracts and 
non-r ene gotiab le salesj 

2# Cost of sales: 

(,a) Allocate expenses between DPC, Army and Navy, 
cost plus a fixed fee> lump sum contracts arid rion-renegotiable salesj, 

t f> , * 

(b) Test check repair and maintenance charges j 

(c) Analyze depreciation and amortization# 

3* General administrative expenses? : 

(a) Prepare comparative schedules for ttie years I9i4ljt, 

! 19U2. and 191*3 j • . 

(b) . Analyze any' expenses which appear excessive on a 

comparative basis# ' / ' • . ■ 

, Examination for the years 19l*2 arid 19 1*3 will follow 
the same outline as set forth above* ... ... 

■ WORK PERFORMED 

Sales have been analyzed between the DPC, cost plus a 
fixed fee and lump sura for the years 19l*l and 191*2* Sales have also been 
analyzed for the Army and Navy contracts, cost plus a fixed fee and a lump 
sum* Other portions of the work outlined above are in progress at the time 
of this report* ' ,■ 

^ \ The following. Special Agents (A) are engaged in this : 

investigation 1 


JOHN K. BUSTER 
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statements have been prepared for the -years - 
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APPROVED AND 
FORWARDED? 

ffifT Dbg 


ACCOUNTING REPORT 

Renegotiation of the Justin Company for 
the : fiscal year ended December 31, 1941 
bj? Navy Price Adjustment Board' resulted 
in determination of Excess Profits in ■ 
amount of $400,000, and for the year ended 
December 31, 1942 of $2,000,000, The Austin 
| Company filed £ petition.for redetermination of 
'< /excess profits. Company -representatives stated 
. that they would waive the April 28 renegotiate 
break— off da tej and likewise would stand by the 
court decision in the lamer & Swasey Company ' 
ease as tp the July 1, 1943 date for DPC contracts. 

" Sales. were broken down into three classifications i 
, lu^p Sum, CPFF and Dow Chemical, Examination of 
company! s records, shows an increase of approximately 
$>3,000,000 in ^negotiable sales for 1941. This 
amount caused by the company’ s waiver of the April 28 
date. There is no change in the 1942 sales, ' ’■ ' 

$209,873 was disallowed as expenses in 1941 and 
$62,421 in- 1942. The '-later two disallowances are 
■ final as the company’s profits for 1941 and’ 1942 ' 

. have beep settled by the Bureau of Internal Revenue, 
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Bureau letter to' Cleveland .-dated February 8, 1949. ; 
Report of Special Agent EDWARD j., ARMBRUSTER (A) * 
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Report of Special Agent JOHN K. BUSTER (A) dated 
April 5, 1949 at Cleveland, Ohio. 
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- m y ending December 31? 19U2 of §2,000,000, In the Hughes Keenan U'S.C 
fid ^ excessive profits amounted to §860,000, Extensive accounting 
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January 27, 1950" 
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MEMORANDUM FOR MR. J. EDGAR HOOTER, DIRECTOR 
FEDERAL BUREAU OF INVESTIGATION 


;; Hr. ITSjb-2t5« 
II?. *.*:*„. 
* 577.yi-^37 


Re: The Austin Company v. James ForrestaX$ 



it 

» ijs. Vb6 

Sy&t. |b7c 

T r 'br ■ 


et lilTr Tax Court Docket No» 104-R* 


Reference is made to the accounting report prepare*] 
by Special Agent John K. Buster (A)^ dated September 1949 

The above-entitled case has been set v for trial before - — -AAfQ<^ 

a division of th$ T ax; C ourt sitting in Cleveland* Q hioi beginning 
March 20, 1950* 



desires to confer vdth Special Agent Buster relative ^ tiae 


b6 

b7C 




expects to be in Detroit, Michigan, on 

CAW V other renegotiation matters for a period of a weetefto ten days. 

1 Ah beginning 

il V~ ; Michigan] 

l Upon completing his work in Detroit, 

|plans to go to Cleveland, Ohio, for the 


b6 


/ 




b7C/ 

p ' 

r 


Agent Buster that 
the date on which! 
Ohio. 


if- you v/ould inform Special 
w ifi advitee him from Detroit as to 
expects to arrive in Cleveland, 
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b7C 


H. G. Morison, 
Assistant Attorney General. 
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ADDRESS TtEPLY TO 
"THE ATTORNEY GENERAL" 
J AND RfiFER TO 
INITIALS AND NUMBER 


HGH:HFL:leb 


EPARTMENT OF JUST* J 
WASHINGTON, D. C. 



February 9, 195 Gb. c; : - - 


Tax Ct, Nos* 104-R, 649-R 



U V--. ? . 


MEMORANDUM FOR MR. J. EDGAR HOOVER, DIRECTOR 
FEDERAL BUREAU OF INVESTIGATION 

• d) 

Re: The Austin Company v. James Forrestal, 

. et al.$ TgxJlmirt.J[)Qcket~Nc>^^Q4dR. 
Hughes-Keenan Company v* War Contraq 
Price, Adjustment Boardj Tax Court 
Docket No* 649-R* 


It is requested that Special Agent John K. Bister (A) 


of your Cleveland Office be made availa ble for conferences* 
respecting the above-entitled cases, in 



office. Room 3734* Department of Justice, beginning at 9*30 a*m» 
on Wednesday, February 15, 1950, and lasting for approximately 
three days* _ 1 

^ 4 

rison. 

Assistant Attorney General. 
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To: COMMUN . f iTION. 


MARCH l> IV 


URGENT. 


Transmit the following message to: SAC, CLEVELAND 


( 2 * 


'AUSTIN' COMPANY VS SECRETARY OF NAVI, TAX COURT DOCKET NUMBER ONE ZERO 
FOUR MSH R, RENEGOTIATION ACT, ‘ 


JWILL CONTACT SPECIAL AGENT <A) JOHN K. BUSTER,. CLEVELAND OFFICE, 


EIGHT THIRTY A.M. WEDNESDAY MARCH .EIGHT NEST, WILL ALSO CONFER WITS • - 
SPECIAL AGENT A) CARLTON V. BRDBEN AT THE SAME TIME IN THE CASE ENTITLED, 
QUOTE LINCOLN ELECTRIC? COMPANY UNQUOTE, SUTEL IN THE EVENT -EITHER AGENT 

:-wiLL be. unavailable Wednesday irrch uGht.: , . • * r * . *' S‘ ; : 

'• HOOVER • • ‘ ' • '■ - 
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STANDARD FORM NO. 64 


Office M.errMandum • 


UNITED STATES GOVERNMENT 


, TO 


Director, FBI 


DATE: April 2 6, 19£0 




from Cleveland - Attention: 

SUBJECT: THE AUSTIN COMPANY v 

SECRETARY OF NAVY 


Mechanical Section 



. Tax Court, Do cket No . 
RENEGOTIATION ACT ' " 


104-R 



Enclosed are three accounting -work sheets prepared by the Cleveland Division# 

It is requested that 27 copies of each sheet be prepared in positive photostat 
form* It is to be noted that two of the columns of these accounting sheets 
are blank, and it is requested that this blank portion be included in the 
positive photostats*. 


The original documents as well as all positive photostat copies are to be 
returned to the Cleveland Division. 

; ■ •/ 







SAC, Cleveland 
Directory. FBI 


May 5 ^, 1951 




THE AUSTIN COMPANY v. ' - " ■ ' ' 

SECRETARY OF NAVY, Tax Court Docket No. lOk-R 
RENEGOTIATION ACT ' ... 


I r ■ 


o r a* 


The Claims. Division has advised that a conference has 
been arranged between the attorney and the accountant for the 
above-named petitioner to be held at the office of Mr. John F. 

Wolf, Claims Division, . Room 3738, at 10 A.M. on May 21, 1951. - 
£j®he purpose of this conference is to attempt to stipulate the * v 

» accounting data in this case, . ' : ' :, v .. .. ‘ - .y 1 ' * \ ' 

. Assistant Attorney General Holmes Baldridge has requested 
that SA John K. Buster be present in Washington on May 18, 1951* 

, in order to thoroughly review the accounting data, to be stipulated 
with Mr. Wolf. It was stated that Buster’s services would probably 
not be required beyond May 21, 195l» 

; r. : ' • V; Sutel if S A Buster Will be unable to attend this conference. 


%6-lh692 
GW.C:DC- .£ 



; - , BA. Buster (Conducted the t entire accounting- investigation 

'in this ease .which involves excessivey.profitsVf or: 19ij.l . of $h00»000. 
and for 19h2\ of - $2,0.00,000, Claims Division Attorney WOlf^ . % . ,/'gc 
ielephonically' - advised, that it was necessary ior SA^ Buster>>to bfe 
present, prior to ' the conference in. order that he oould pre^are;^ ^ 
additional accounting schedules .which are necessary.' .. i "*1 ?. 

' ' -V-'-V- ■■ : . ■> v - loo 3 ^ 

-U ;• ••• v ; - ■ • •• • ; ' ' * - w 

• - t •. ■ ' m.rn- . - * . i p\ 


MAY- 7 1951 


§ M AY 18 * 
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Reference is made to the report of Agent John K. Buster, 
dated September 8, 1949, relating to the above-indicated case. 

A conference had been arranged between the attorney and 
the accountant for the above-named petitioner to be held in the 
office of Mr. John E. Wolf , in the Department of Justice, 

Room 3738, at lOsOO a.m„, on May 21, 1951. Che purpose of this 
conference is to attempt to stipulate the accounting data in this 
case. 


It is requested that Agent Buster be directed to be present 
in Washington for the above-mentioned conference. In order to 
properly prepare for the work of this conference it is further 
requested that Agent Buster be directed to meet with Mr. Wolf 


on May 18, 1951, in order to thoroughly review the position of 
the Department regarding the accounting data to be stipulated. 
It is not thought at this time that Agent Buster l s services 
will be required beyond May 21, 1951. 


7 HOLMES BALDRIDGE 0 
Assistant Attorney General 
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ADDRESS REPLY TO 
THE ATTORNEY GENERAL*' 
AND REFER TO 
INITIALS AND NUMBER 


MB l JTW i eay 


fax Court Socket 
Ho, 104-R , 



# * 

DEPARTMENT OF JUSTICE 

WASHINGTON, D. C. 

May 25, 1951 


MEMORAHDtJM FOR MR. J. EDGAR HOOVER 
DIRECTOR. EEDERAL BDREAH OF IHVESIIGAglOH 

/0 Q 

Re: fhe Austin Company v. James V. Eorrestal, 

Secretary of the Havy 
fax Court Docket Ho. 104-R. 


Reference is made to our memorandum addressed to you dated 
May 2, 1951, requesting that Agent John K. Buster "be present in 
Washington for a conference on May 21, 1951. « » 

«■ I. R. -i 

fhose present a t the above -referred to conference Ti/ere 
the Austin Company* s i I Mr. L. P» Gilmore, vice president 

accountant for the Austin Company, Agent John E. Buster, and 
Mr. John E. Wolf, attorney. Department of Justice. 


Mr. Ta f *w.u 
T.add _ 

r r *\ 
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At this conference the petitioner’s attorney agreed to waive some 
of the issues set forth in its petition. However, in order to properly 
try the remaining issues it is necessary that the following accounting 
work be done. 

1. It is requested that Agent Buster prepare a schedule setting 
forth the amounts in the years 1940, 1941 and 1942 of equipment which 
was installed by the petitioner for the Dow Chemical Company. 

2. Since the petitioner will contend that contract HO y-4210 is 
severable', it is requested that Agent Buster prepare a breakdown by 
projects showing the estimated and actual costs, the amount of the fees 
paid and the time of payment. 

- - - ■ > * >viw I 

3. Since the petitioner agreed to the disallowances of costs made 
by the Internal Revenue Bureau for the years in question, it is requested 
that Agent Buster prepare profit and loss statements for each of the years 
adjusted to conform with the Internal Revenue Bureau’s disallowances. 

4. Since it now appears that the petitioner’s main contention is 
that it was not allowed to retain a reasonable profit on its engineering 
work, its structural steel fabrication, and its equipment rentals, it is 
requested that Agent Buster analyze the renegotiable contracts to 
determine (a) the total amount of billing for engineering; (b) the amount 
that petitioner contends it should have received for this work; and 
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(o) the amount that it was left for engineering work after renegotiation. 
It is also requested that an analysis "be made to determine the amount of 
structural steel fabricated by petitioner’s Bliss mill for Government 
contracts and, if possible, to determine the amount of profits the 
petitioner retained on this work after renegotiation. In connection with 
petitioner’s contention regarding equipment rentals it is requested that 
.Agent Buster procure a tool manual from the petitioner and determine 
insofar as possible the basis upon which the rates set forth therein were 
arrived at, i.e., is it a bare cost of ownership rental or does it provide 
for a profit margin. The type, age and rental rate of the equipment used 
on Government contracts, as well as any other pertinent facts, should be 
ascertained. 

The aggregate of the determinations of excessive profits involved 
in this case is $2,400,000. It appears that the proceedings before the 
Tax Court will take place at the first calendar to be set in Cleveland, 
Ohio this Pall. It is therefore requested that Agent Buster be directed 
to complete the requested work by August 1, 1951. 




Holmes Baldridge 0 
Assistant Attorney General 
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ITAF 1 00I3TRA.C T - HOI 1210 

Sales . ' Gost 


1910 

1911 

19 1 2 

1?13 

19bh 

1915 


$ 1,899,029.93 
12, 00l, 056.33 
38,236,228.22 
8,653,982.15 
215.9T 
’ 296.02 


0 1 , 616 , 2 ) 4 . 9.^2 
11 , 621 , 313.67 
37,311,655.15 
8 , 210 , 172.90 
• (in.ll) 
296.02 


Profit 

0 82,780.51 

382,752.71 
92U,572.77 
113,309.55 
' 327 .U 


Total 


060,793,818.97 ‘ 058,959,576.02 $1,831,212.95. 


There is Included in renegotiable busaiiess for 2 ^ 60 . 12 

and l°li 2 sal^s in the amount of ^ 0 ^ 2 ^ 0 ^ 66,26 a^d^oos oC 7 ^ 32^ Lu as- 

Sal prosit' prise paid by tit. Hayf.to *a pabit-xonar ox 4,1^07,32?.^ ^ 

follOWS? •*' 


Sales 


Cost- 


19141 

1912 


012, OOI4, 066,38 011,021, 813.^7 

■16.236,228.22 37 ,31I,6?5.15_ 


' Profit 

0 382,752.71 
- 921,572.77 '• 


. • , r;, • >. . 050,210,566.28; $18,932>96^.12 ‘$4 307,325.18: . 

as follows? . . v 1 


.Sales 


.Cost 


1912 ; 

. ■ less billings to 

April' 28, 1912 


- 03 &, 236 , 228 .22 ' .037, 311 , 655 .15 , 

* V 6.kSl,152.08 . ' ' 6,315,628.71 \ 
031,751,776.14 ■030,995,326. 71 


ppofit * •, 

0921,572.77’; 

f - 

168,623.31 
... . - ? 1 ■ - 

0755,919.13 


‘ - -pp+ni-ioner if npheld tfduld- retain the profit for 1911 of . 

petitioner xj.. p . -total retained profit .of - 

0382 , 752.71 and for 19l? of 01ou,623.31 ^or ; a. -ooai xe y t t . . , 

0551 , 376 . 05 . • ; .3. - . 1 . 

.This contract was converted' in 19l3, a J° cor ^g S ' ^ittoner^^ 
from a Cost Plus Fixed Fee to a lump, sum contract. • - P • - 



CV. F. 0. 
246-783 


performed engineering as well as construction on this contract. Upon the 
Navy' s instructions, only one payroll was maintained, hence a segregation 
between construction costs and engineering costs could not be obtained. 

The Navy furnished equipment and material was furnished from other suppliers. 
There were no advances on this contract. 

PETITIONER'S ADJUSTMENT OF PROFIT PER INTERNAL REVENUE AD JUST! ENTS 


The reporting Agent reviewed the Internal Reve nue file concerning 
petitioner's profits per that Bureau for the year 19l|l. [_ 


Bureau of Internal Revenue, Hanna Building, Cleveland, Ohio, made this file 
available. 

It is to be noted that this return and settlement for the year 
19Ul, included the years 1939, l ffiiO and 19 hi. y here appears below the 
adjusted return as obtained from 

1 

19U1 


] 


b6 

b7C 


jN 


Net Income Per Return 


Additions to Income 

Excessive Compensation ' 
Real Estate Taxes 
Dividend Credits 
Legal -Expense 
Insurance 

Federal Capital Stock Tax 


$286,075.93 
1,220.80 
l63,781t.OO 
U, 722.50 

9,589.05 

(52,500.00) 


Net Additions 


Deductions Allowed 

19U0 Return - Excessive Compensation $208,807.96 

19i[l Return - Excessive Compensation 203,016.98 


Reconcilled per Renegotiation Schedule 


®U,U79, 781.66 


it!2,892.28 

fe,892,673.9U 


Ull,82l..9U 

$U,ii8o,8U9.00 


- 11 - 


O 



i, nil, 1 i|n^ ji; 
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The following deductions "were made for the year T9 );1 and these 
disallowances have been added to the net profit as per Note A of the schedule 
for renegotiation for year 19l*l« 


b6 

b7C 


Dividend Credits 
Real Estate Tax; 
Excessive Compensation 
Legal Expense 
Insurance 

Credit-Capital Stock Tax 


fl63 ,781;. 00 
1,220.80 
83 , 058.95 ’ 
1*, 722.50 
9,589.05 
$262,375.30 
52,55o.OO 
$209,875.30 


| |also furnished the file concerning the petitioner’s 

income in 19l*2.. This schedule is as follows: 


19U2 


Income Per Return 
Additions to Income 
Excessive Compensation 
Capital Stock Tax. 

Real Estate Tax 
'Legal Expense 

Add: Amended Return 
Executive Compensation 


$ 68,1*20.79 
106,915.00 
50,000.00 
365.77 
19,000.00 

$ 21 * 1 *, 701.56 

91* « 860. 00 


Allowed by Conferres 
Dividend Credits 38,805.1*2 

Legal Expense 19,000.00 

Return - Per Conferres 


$6,989,1*30.01 


31*9,561.56 

$7,338,991.57 

57,805.1*2 

$7,176,326.15 


- 12 - 
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According to 


3 petitioner ‘ and conferres did not agree , 
so this matter Trent into the tax court in August, 191*9. Petitioner was 
contesting §29,613.37 of compensation still unallowed and the Dividend 
Credits of §10 6, 9 15'. As a result of this meeting in the tax court, the 
following adjustments were made: 


b6 

b7C 


Disallowance Salaries 
Less; Adjustpent-Conferres 
Net Disallowed - EAR 
Add: Amended Return 


RAR - Disallowance 

Tax Court Di'vidend Credit 

Allowable Deductions 
Disallowance 

Bonus not on Original Return 
Net Disallowance 

Return Per Conferres, 

Less; Allowable Deductions 


$ 68,1*20.79 
38,805.1*2 
1“ 29,615.37 
9l*,86o.OO 


$121*, 1*75. 37 


$ 29,615.37 
106,915.00 


$136,530.37 
121*, 1*75.37 


$ 12,055.00 
9l*,86o.OO 


$106,915.00 

$7,176,326.15 
121*, 1*75. 37 


$7,051,850.78 


This statement effects. the 19 1*2 profit as follows: 


Compensation 
Dividend Credit 
Real Estate Tax 
Legal Expense 
Capital Stock Tax 

Total Disallowed 

Allowed ■ $ 1-7, 805.1*2 

12l* ,1*75.37 


Less: Insurance Pre-paid 

Net adjustment made to Income 


§ 68,1*20.79 
106,915.00 
365.77 
19,000.00 
50,000.00 

$ 21 * 1 *, 701 . 56 ' 


182,280.79 
$ 62,1*20.77 
9,589.05 
$ 52,831.72 


- 13 - 
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The amount of #94,860 as executive compensation had been 
claimed on an amended return and this amount had not been charged to 
expenses for the year 1942. The net disallowance of #5,2,831.72 has been 
added to the net profit as per Note A of the schedule of renegotiation 
for 1942. 

s 

BILLINGS FOR ENGIiiEBRniG, BLISS IJLL AND EQUIPIIEHT RENTALS 

The total amounts of billings for engineering for 1941 and 1942 


are as follows: 

Lump 

Sum 

1941 

Fixed 

Fee 

Dow 

Total 

Sales 

Costs 

Gross 

Profit 

#37,759.62 

25,30li.95 

#12,454.67 

#1,235,956.19 
9 44,994.33 

$ 290,961.86 

. #11,822.00 
7,535.00 

$ 4,287.00 

#1,285,537.81 

977,834.28 

# 307,703.53 

Per cent 
to Engin- 
eering 
■Sales 

#32.98 

#23.54 

#36.26 

x 

#23.94 



1942 


V 


Lump 

Sum 

Fixed 

Fee 

Dow 

Total 

Sales 

Costs 

Gross 

Profit 

$87,902.10. 

55,826.78 

#32,075.63 

#4,920,509.92 

3,930,664.83 

$ 989,845.09 

#25,064.00 

18,261.00 

# 6,803.00 

#5,033,1476.33 

4,004,752.61 

#1,028,723.72 

Per cent 
to Engin- 
eering 
Sales 

#36.49 

#20.12 

#27.14 

#20.44 


- Ik - 


Petitioner contends that the usual fee on engineering in a lump 
sum contract is cost plus 50 per cent the fee. According to Hr. GILLQHE, 
in a cost plus fixed fee contract the charge varies and he could not 
definitely state what it would be. The petitioner rn.ll contend that if the 
engineering had been obtained elsewhere and the Austin Company did the 
construction, only the fees charged the Government would have been the 
existing fees of the trade. The total amount of billings for structual 
steel fabricated by Bliss 1'ill for Government contracts, is as follows: 



19U1 

✓ 


lump 

Sum 

Fixed 

Fee 

Dow 

Total 

Sales $1*7,032.21* 

Costs 37,659.56 

Gross ; * $ 9,372.68 

Profit 

$85,576.1*2 
69,812.80 
$ l’ 576. 62 

0 

0 

0 

$132,608.66 
107,1*72.36 
$ 25,136.30 

Per cent 
to Bliss 

mi- Sales $19.93 

$18.1*2 . 

0 

$18.95 


191*2 



Lump 

Sum 

Fixed 

Fee 

Dow 

Total 

Sales $106,031.55 

Costs 763878.79 

Gross 

Profit # 29,152.76 

1 

$805,832.^22 

552,053.1*0 

$253,778.82 ' 

$2,232.00 

1,651.00 

$ 581.00 

$911*, 095. 77 
630,583.19 

$283,512.58* 

Per cent 
to Bliss 

Mill Sales $27.1*9 

' $31.1*9 

C526.03 

$31.02 
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Petitioner -Trill contend that they are entitled to a profit on 
structual steel. They trill contend that they operate four departments ; 
Construction, Engineering, Structual Steel, and Equipment Rentals. Had 
the Government purchases steel on the outside, the price they would have 
paid would have included a margin of profit. Strict accounting theory 
states that true costs reflect only the cost of material, direct labor, 
and manufacturing overhead. However, in large concerns having various 
departments, it is not uncommon for them to bill sales to their own concern 
at a price to include a profit if told they were selling to any other 
customer. The Government was charged with the following rentals on equip- 
ment: 



19U1 

• 


Lump 

Fixed 

Dow 

Total 

. Sum 

Fee 

, 


$ 13,726.68 

Per cent 
to Con- 
struction 

. . &MH2.87 

$£,91*8.00 

$61i,£17.S£ 

Sales .699 - 

•lh9 

.12£ 

' .175 

• 

19U2 

* 


Lump 

Sum 

Fixed 

Fee 

Dow 

Total 

' $23,l£8.£7 

Per cent 
to Con- 
struction 

$2£U,896.9U 

$12,070.00 

|290,li65.£l 

Sales ,575 

.113 

.131 

.122 


Second party equipment rentals or rentals for the use of own 
equipment are included in job costs. Such charges are, however, restored 
to profits before deducting operating expenses. Depreciation and other 
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exoenses applicable to this owned equipment appeared to be included in 
operating expenses. The company was unable to readily segregate the 
expenses directly applicable to second party equipment rentals. The major 
item of such expense is depreciation, which is charged to operating expense. 
A portion of repairs and maintenance included in operating e:rpense also 
applies to second party rentals. An aggregate depreciated value of all 
machinery, equipment and tools, of §206,1)4.7 at December 31 , 19li2, and amount 
§200,391 represents rentable equipment, the difference being largely the 
depreciated value of Bliss Hill equipment, the exact amount of which is not 
available. The total amounts of depreciation included in operating expenses 
for machinery, equipment and tools, therefore, are probably slightly greater 
by reason of such (Bliss Hill equipment) while the repairs and maintenance, 
in addition, include items applicable to building, furniture and. fixtures. 
The original cost of rentable equipment is not readily available, nor is it 

reported for tax purposes. 

¥■ * 

Purchases of rentable equipment were as follows: • 


1939 $ 29, 5> 20, 00 

19U0 28U,730.00 

191A 371,Itf£.00 

19U2 86,213.00 

§771,911.0.00 


Depreciated value at December 1, 


19U2 , was §200,391. 


The company's handling of small tools, which are generally less 
than #300. per unit, is set forth in the manual. It is the consistent 
practice to carry a reserve in the amount of the small tools so that at 
the end of the year they are fully reserved and have no net book value. 

On all jobs, except those where tools are purchased for the account of the 
owners of the project being cpnstructed and become his property, a charge - 
for sroall tools is made to' job costs for of 1 per cent of the contract 
price. A tool manual was obtained from Hr. GILH0BE. 

Hr. GIBI0RE stated that this is a revised tool manual and that 
there are not available the tool manual used during years 19U1 und 19)4.2. 

The charges in the tool manual are determined by prices set by the company. 
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* 

These include depreciation and a margin of profit to cover overhead. The 
rates used, according to Mr. GILMORE, are generally lower than the OFA or 
AGO rates often used by other contractors. The manual provides that 

1. Ho rental shall be charged to a particular contract and 
job after the total continuous rental of one piece of 
equipment reaches 75 per cent of cost. 

2. Rates are based on a five day week, eight hour day operation 
and are increased 5>0 per cent for double shift operation and 
100 per cent for three shift operation. 

3. Rental is charged from the date when equipment is first put 
to use and continues until the date it is no longer required, 

. whether or not it is removed from the job. 

U. Maintenan.ce and repairs, which do not exceed 2 per cent of 
this price are charged to job .costs. Items in excess of 
2 per cent are charged to operating expenses (apparently 
none is capitalized and there has been no objection by the 
Bureau of Internal Revenue of the amounts expensed) . 

After, however, continuous rental charged reaches 75 per cent 

' of cost limitation described above, all repair, replacement 
and maintenance costs are charged to job costs. 

An attempt was made to' determine what equipment was used on the 
construction job performed on the Government contracts, but this information 
was not obtainable. 

The follow ing schedule reflects profit before and after a §1+00,000 
adjustment to fixed fee contracts: 


18 
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Sales before Adjustment 
j Profit before Adjustment 

Per cent to Sales 

Sales after Adjustment 
Profit after adjustment 

Per cent to iJet Sales 


Lump Sum 
1,964, 735759 
ll*5, 905.33 

7.U3 

§1,961*, 719. 59 
11*5,905.33 

7>U3 


191*1 

Fixed Fee 
#31*, 880, 1*18. 10 
9 $ 7,272,73 

2.71* 

$3U, 1*80,1*18. 10 

557 , 272.73 

1.62 


Non-renepptiable 

$1*9,989,929.75 

3,377,670.91* 

6.76 


,989,929.75 

3,377,670.91* 


6.76 


Tlie folio van " schedule reflects profits before and after the adjustment 
to lump sum contracts and $1,800,000 to the fixed fee contracts* 

191*2 

Fixed Fee 


Lump Stim 

Sales before Adjustment $1*, 083,073. 78 
^Profit before Adjustment 1*56,360.60 


Percent to Sales 

Sales after Adjustment 
Frofit after Adjustment 


11.18 

3,883,073.78 

256,360.60 


$233,122,639.50 
l*, 861,255.18 

2.09 

231,322,639.50 

3,061,255.18 


Non-reneaotiable 

$20,71*5,139.13 

l,73l*,235.00 

8.36 

20,71*5,139.13 
l,73l*, 235. 00 


Total 

$86,8357o67.1*1* 

1*,1*80,81*9.00 

5.16 

§86,1*35,067.1*1* 
1*, .080, 81*9. 00 

U.72 


of §200,000 


Total 

§257,950,852.1*1 

7.051.850.78 

2.73 

255,950,852.1*1 

5.051.850.78 


Per cent to Net Sales 


6.60 


1.32 


8.36 


1.97 



ENCLOSURES TO BUREAU : Work papers of SA JQffiJ K. BUSTER. 

1 tool manual of Austin Company. 


- REFERRED UPON COITLSTIOI'T TO THE OFFICE OF ORIGIN 
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REFERENCES: 


Bulet to Cleveland 6/7/51* 

Bureau teletype to Cleveland, 7/26/51. 
Cleveland teletype to Bureau, 7/26/51. 
Eufile i|.6-li|.692 


* , 
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WM W- -W • UNITED S; , , VERNMENT 


date, Augusp"4' ; _195X 


y''SAG, Cleveland 


BCT: OIHE^AUSTIN COMPANY v. JAMES V . EORRESTAl , 

> SECRETARY OF THE NAVY OF THE UNITED STATES » 
TAX_COURI DOCKET_m.~lQiL-jR 
RENEGOTIATION ACT 

Tluiile 46-14692) 

ATTENTION: ' A. ROSIN, Assistant Director 


There is enclosed a report of SA JOHN K. BUSTER, dated^t ^ 
August 4, 1951* '■ 
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DETAILS: 


ACCOUHTIIlG REPORT j j 

* ' A.r>. 

4 Dow .contracts examined and schedule set* pv 

forth for azaotmt of equipment installed. 
v , / All hillings for years 19ij.O through I9lf2 
/ p examined. Navy contract HOY ij,2-l6 and 

* renegotiation portion set fox’th. Petitioner 
. has made final settlement with Bureau of 

Internal. Revenue and adjustments .have been 
, made' to profit. ' fj All contracts’ handle^ ’by : <4 . 
tLs* petitioner were analyzed ' and percentage of 
j profits on engineering, Bliss Hill and 

■ equipment ’rentals calculated. Tool manual 

• ’ • obtained, 4 • ' - - - iV ' . ■ 

/ - h \ 1 / ,•* 1 ,, •: 1 '-1 „ 4 ‘ ‘t 

' ' - ‘HUG 1 - ’ " - ' 0 4 v . \ - • 

AT CLEVEIAI'ID , OHIO <4 . 

; This investigation is predicated upon a 
. \ • Bureau Letter, dated June 7,. 1921 s forwarding ' • 
a memorandum from Assistant Attorney General. 

' . HOLLIES BALDRIDGE. This memorandum requested 

■ that the following investigation be conducted: ■, : . 

1. In connection with, its sales to the Dow 
- Chemical Company, petitioner agreed to ' 

• . . . . stipulate the . dollar amount of the eq&jJp^ 

» . ■ ment which it installed for Dow Chemical y, . * - 
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Company.. -' Petitioner, ..however;, "tUl . contend that, none’ of the - equipment is 
renegotiable. It . is requested that a condensed schedule of the calculations 
. for determining- the amount' -of equipment installed by the petitioner for 
Bow Chemical Company during. the reals l^iil and 19h2 he prepared. 7 

- ' 2. Petitioner; fvtill conteiid that contract IT0Y 1^2-10 is severable. . ; . . 

HespondentiUll dpntend that it is, one contract.- -It, Is - requested that, .the VI • 

entire contract be Checked, to' determine ; the’ amount of ; it. that is renegotiable VI 
and- also analyse, the contract to determine the. 3 estimated and actual cost.. and 
the fees' paid" by the ITavy; under this contract. , v . . • • 

, 3. Petitioner states that all executive sales were allowed ’as . ’. • - 

-reasonable and -necessary by. 'fee, Internal 'Severn© Bureau. ip. 19k2» howeyer,'. in *- 
19fe . it" appeals - that appfeixifebsly <|83^0QO. of.' executive’ compensation teas', , 


• thq disallbr/aiibes .jitade by’' Infernal’ Revenue >irt-''Qonnect i i6n,-T/ith reel estate,;' - / 

V feces,. dividend . dreditsV l^ai expenses, " and so' firth aid- the profit a&dfepss- v 
■statement .of theComfeny/fer the- years. ifel and ifeS'. ../It is dgree.d that -they 
trill- stipulate that no difellowance- was Kade'ih- the. figure's 3 which the/’Bo'ard, • fe’’ 
used 5.n. de.terpin?ng- ehcessible -profits.--’ They will. conieii,d, 8^7ever,.^t3hat;'t^ e yl 
were told that disallowances', -in'. the amount ‘stated in paragraph - 3 h,,: 0 f. their..- .AV; 

' j petition, Were/made/ .by the- Board befqre determining -t’ccessiye- profits. ’ yfe.,v-. 


... .. . A . -if- . THe c ohtentipn-*’ set If or tii'in' paragraph •' , 35 '.of the petition 

, . appears- to-be .fee main basis, for .petitioner's 1 appeal,* /the contention being-. : \ 
that after -renegotiation it fes not; allowed a reasonable amount of profit. 

'/'•/.;• ’ on its engineering work, strilctual steel fabricated ‘in its . Bliss kill and 
; - - . the, construction' equipment redials,. ;' It Is requested that -fe Agent analyse'- v V 

- {. r - . .-.the' contracts/.tp .deterrfeielthe^-total . amount ;pf.. billings, -for - engineering y- .. •> 

V ; .fed attempt to' determine, the 'amofet feat, petJjfepuerfeontehds; it should, have : 
V received for .this work.- tie toll- also' analyse-' the' contracts- to determine ' the/'-./' 

; . ' “•/" amount’ of' 'struptu'al -steel febripated'- byfeliss Hill' for Government .'cfetfects/- V’ - 
./-'■' • . . and ascertain -whether • or not;-the/determination; of ekcessive profits; leaves .V/ 

•y ’*V the- -petitioner wifefeiouht ..of 10 per-cent .profit, on it's- Bliss till; operation., -» 
V ;/., It is also Requested that fe Agent procure, a, tool manual from' fee petitioner/' : v 
' ,- V and. deterfene insofar as possible ‘the- basis, upon which .fee,- rates set forth “ V. 

. -. ; . 1 therein- were arrived §t,\ i.e. is ,it .feooshr of /ofeershife rental -or .does it 

, / -. .’ ; „ * .contend- a -prof it, margin afel/tlie number of, months : in a "yfer which are/ cbnf idefed 
'. - a full rental. year.// / Vy ' y« > •• • \ '-V;-/--V "'afe 
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fSTHGD OF ACCQDIITIHG . - ' 

The hooks of the petitioner are kept on an accrual basis, 
separate accounts being established for each construction .project. Income 
on long term contracts ' is taken up on basis of estimates ' of completion. 

Fees on Cost Plus Fk'ed Fee contracts are generally taken up in income as . 
approved and passed for payment by the contracting officer or owners repre- 
sentatives . ■ ' t _ ’ • . - r - 

Separate records are maintained for the principal, departments of 
the company; namely. Construction, Engineering and Eliss kill. In addition, 
costs of the individual contracts are charged with second party equipment , 

rentals or rentals for the use of the company-* s own equipment. The method 
of booking the intra-company operations and equipment rental may be, 
summarised as follows: . . ’ : " ... . */ .... ■- *. • ■ . 

■1. -Construction costs include, at billing' price, all / 

'intra-company operations and second party equipment . 

rentals; 

■ , ‘ 2. Such -billing prio.e ‘for Engineering is generally- cost • ,• * 

: , plus ,50 per/cent on lump syia work; -for Bliss, hilhis, based o 

on competitive prices, and. for. second party "equipment . "X 
k '' '• - rentals is in .acccirdan.ce pith a oompany' manual, (small tools 

are generally charged at of 1 per cent' of cohii’act price) - k • 

- v , k • which rate appeals to. be below OPA and ..AGO rates; ‘ - . 

3. The gross profits of the Engineering Department i 

.v and ; of Bliss -kill, are .picked up as other income - ’ '• k 

. While th.e charges for the -use’ of , the . pomnany *, s ■ 

own equipment, being -a, statistical calculation," ' -~- 

ire also restored to gross- profit,.-' ,k k ; • '. 

'■ ... There- follows -the profit- ai>d, lo.ss statement for each of the years' - 

of l?ljl and I 9 I 4 . 2 , showing a breakdown between renegotiable and non-renegotiable 
business: /• ■ ' 
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Details t This investigation is predicated upon 

memorandum of Assistant Attorney General 
H. G. MORIS OK dated January 31, 1949, 

■which was transmitted to this office with 
Bureau letter dated February 8, 1949* 

The memorandum of Mr. M0RT50N outlines the 
desired investigation in this case, and as 
the Bureau and the Office of Origin have • 
copies of this memorandum, it will not be 
quoted in this report* 

" ' HISTORY OF TEE AUSTIN COMPANY . . 

T he Austin Compan y is located at 16112 Euclid Avenue, 

East Cleveland, Ohio. I~ Inr-s gi' nal 1 y As-haW) i ah aH a n nn+.ya f*+A r.g . b6 

business and carpenter shop in Cleveland in 1878* ' T^e company was b7c 

incorporated under the laws of the State of Ohio in 1904, as thel I 

;and Son Co.*, which name was changed to The Austin Company in 1916* . — 

, , . • •• • The principal work performed has .been the construction 

and design of , industrial plants,' in vhich field the company secured its, first 
large contract* Construction along, '.design, and .engineering Alone, or a ;• 

combination thereof , are the principal services offered customers* Some 1 
maintenance work has also, been handled under contract* The. large expansion - 
of the company would appear to be due. in part to its development of standardized 
steel frame designs 'for onb story factory buildings* The four, basic designs 
introduced in 1914 subsequently were increased to ten* 

‘ ‘ „ . ' As -an outgrowth- of the* use of' structural steel in quantity. , 

‘-the company established its own steel, fabricating shop in 1920 to- stock the * ’ 
^ ed * By 1930, ..the company entered, through a. division known. as Bliss 
Jaiil, the structural steel field on a commercial basis in order to supply 
as much as possible of the- company* s requirements’* The company* s interest in, 
and development of, '‘controlled conditions’* plants (which completely control ’ 
lights humidity, noise, heat,, etc.) began in the late 1920‘s. and marks ' . , 

another development of large size which undoubtedly contributed much to the 
grawth of the subject company into one. of the . leading construction firms 
, xn fhe nation* * - 

V / ‘ v;- t ; . • ... •• V"’, • •’ 

Ih;191^, the company decided to establish branch V " 
offices to expedite the handling of contracts in. various, sections of the 
country.^ It now- is a nation-wide contractor with seven district offices, the 
mam office being in East Cleveland, Under the district .office system, all 
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DETAILS:* 


AT WASHINGTON, D. C. 


'phis investigation Is predicated upon Bureau letter of reference 
to -which was attached a Memorandum for the Director dated December 26, 
1947, from' HERBERT A. BERGSON, Acting Assistant Attorney General, Claims 
Division, Department of Justice, a copy of whioh memorandum has been 
furnished to the Cleveland. Division by the Bureau. - V 

The memorandum of the Attorney General suggested that a. summary 
• be prepared of the petitioner 1 s profit and loss Statements and if possible 
r? ' that sales be 'Segregated to show separately the profits on the cost plus 
fixed fee contracts, the fixed price contracts. Defense Plant Corporation 
contracts and transactions, with the Dovr Chemical Company. ' 


■ HISTORY OF THE AUSTIN COMPANY -. 

According to the files of the Navy Price Adjustment Board 
the Austin Company was established oh a small scale in Cleveland, Ohio, 
in 1878, contracting in the field of commercial and small, industrial 
buildings. Beginning in 1912 the Company undertook larger and more Complex 
jobs and developed; as a major engineering construction organization. '. 

, Afterwards branch of fioes vfere established in fourteen cities. , 

' < The 'policy of the .company has been to centralize responsibility in district, 
; offices and the general office merely determines poll oies, : directs research 
activities and supervises the steel fabricating plant. r 

In 1939 the oompany adopted the policy of building up its 
personnel so that it would .be able to carry out the large and numerous war 
projects awarded to it.- The const motion and engineering- accomplishments 
- of the company included the development of standardized steel frame designs 
v .’ for one story as well as more story buildings and controlled conditions in 
plants consisting of wind owless industrial buildings in which light, 

' temperature, humidity and dust fumes and noises are controlled. • - , 

fhe. basic profits of the subject company for the years 1936 
to 1942, according to the information found in the files, are as follows: 
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YEAR ; SALES . ' NET PROFIT BEFORE TAXES 




*, • • ■ - : • 

Amount 

• .. i 

. ' % of 


_ ‘ 1 

Sales 

' 1936 . , 

$ 9,403,159 

§ 309,187 , 

'3.29 f, * ■ 

1937 

.16,578,122 

572,307- 

.. 3.45 

1938 

7,991,976 

71,784 ' -• 

0.90 i. v 

1939 

10,486,159 _ 

293,303 

. 2.80 ' ; v 

Average 

I.* ■ 

1 _ * 


1936-1939 . 

11,114,854 

311,645 

2.80. 

1940 

42,949,925 . 

2,302,668 - 

5.36 

1941 

87,690,030 

4,481,532 

5.11 

1942 

258,12.0,675* 1 

6,792,711. 

2.63 : 


HISTORY OF RENEGOTIATION 

The Austin Company was assigned to the Navy Department for 
renegotiation on August 6, 1942. On September 10, 1942, the Board requested the 
oontraotor to submit preliminary data for .renegotiation purposes. On , 

September 14, 1942, the Company" replied to the communication and advised, that 
the information would be forthcoming. . - .. . 

r On November 23, 1942,. the oontraotor submitted the first informa- 
tion for renegotiation purposes in connection with the Board’s request.- . , 

On February 20,. 1943 the Austin Company wrote to the Navy 
inolosing various schedules and other information whioh had been "requested 
theretofore by the Board. On Maroh 26, 1943, the Company again wrote to 
the Navy enclosing additional information such as financial statements " *• -• 

and answers to specific questions which it stated constituted' all of the 
speoifio schedules and information requested. - . . ' > .* 


On April 19, 1943 the Company sent to the Navy schedules of 
contract data for the year ended December 31, 1942 showing construction 
sales, engineer sales, and other financial data for that particular year. 


„ Again on June 17, 1943, the Austin Company, sent to. the, Board a 
number of additional schedules containing financial information consisting 
of balance sheets, surplus prof it and loss statements all. pertaining "to .the 
fiscal year 1942. On July 8, 1943 the Board requested additional schedules 
from the oompany pertaining to its construction costs. The Company replied 
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on July 14, 1943 that l r nst and Ernst, CPA’s -would prepare the desired 
information. , 

On July 21, 1943, " the oompany submitted to the Board various 
exhibits and sohedules for the purpose of placing on record the 
pertinent facts concerning the history, work and performance of the Austin 
Company, as a background for the analysis of the data previously submitted. 

On September ’28, 1943, the company again sent to the Board 
additional sohedules pertaining to its financial transaction. Under date 
of December 3, 1943 the Board mailed to the Austin Company notice that an 
initial conference was set for, December 17, 1943, in /Washington whioh 
notice the oompany acknowledged by its letter 1 of December 7, 1943. 

On December 17, 1943, a- conference was had by the company 
and members of the Uavy Price Adjustment Board in Washington, D.C. 

Sfo final ; determination was made at. this meeting, with respect to exoess 
profits. ‘ % ' * ; • . . . ' , - , .• • • ' - 

Under date of February 19, 1944 the oompany sent to the 
Board additional information whi ch had been requested by analysts of the 
Board. Again on April 3,' 1944 the Board requested certain specifio 
information from the company oon.oerning details of information which itv.Md 
-previously submitted. The company replied to this .request under date 
t?f. April 19, 1944. On May 9, 1944, the oompany wrote to the Board, 
enclosing various schedules and information submitted or to be submitted 
t<? the Bureau of Internal Revenue in connection with the .reasonableness • * 
of salaries for the years . 1940 and 1941 Which were involved in the - ; 

disallowance for income tax purposes.- Under date of May 16, 1944, the • 
Austin Company sent to the Board in response to telephonio requests, 
additional information concerning financial transactions of .the Company 
for the years 1936. to .1942 inclusive.. . , ' - ... 

Under date of Hay 24, 1944, a letter was sent to the Austin. 
Company by the Board notifying the company of a .renegotiation meeting to 
be held on June 5, .1944, in Washington, D.C. which the company acknowledged 
'by letter of May 29, 1944. - , • " 

On June 5th and 6th renegotiation conferences were held in 
•Washington, D.C. by the Board and' the. Company. Mo definite agreement was 
reached as to the excessive profits' at this meeting. • ’ 
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Under date of June 17, 1944, the Austin Company wrote to the 
- Board referring to the preliminary findings made at this meeting of June 6th 
and advising that the company had not thought that the profits under CPFl? 
contracts should "be considered subject to reduction upon renegotiation. 

The company also offered various reasons as to why it considered the 
tentative determination of excessive profits by the Board to be unreasonably 
high. \ 

' On July 10, 1944, the Chairman of the Board wrote the Austin 
Company advising it that the Board had carefully considered the information 
submitted theretofore and had found- nothing which would justify a 
change in its findings made at a meeting with the company. Under date of 
July 17, 1944, the Company wrote the Board advising it that in order to 
protect its position in regard to oertain legal questions it might be 
necessary for it to appeal to the Tax Court and that therefore the Board 
should make a unilateral determination. 

Under date of August 14, 1944, a unilateral order was signed 
by the Board and mailed to the company with a letter noting that the 
company merely desired to protect -its legal position and not to have the 
Chairman “give further consideration to the matter. The' determination of 
the Board was to the effect that the excessive profits, for the fiscal year 
ended December 31, 1941, amounted to £400,000 and the excessive profits for 
the fisoal year ended December 31, 1942 ( , amounted to §2,000,000 making a 
total of £2,400,000 excessive profits for the fiscal years 1941 and 1942. 

‘ • -On September 5, 1944 the Paymaster General of the |favy “advised 

the company that the net. balance- of" the excessive profits which have been 
determined would .be §2,400,000 would be equal to §503,113.60 after the 
application of the tax credits to which the company would be entitled. 

, DBTERMIHATIOE OF EXCESSIVE' PROFITS , 

■ • ‘ * The Kavy PAB determined that the petitioner derived exoess 

prof its. of §400,000 in the- fiscal year ended Deo ember 31, 1941, which were 
applicable to cost plus- fixed fee contracts. * . . ' 

The Board also, determined that petitioner derived excess 
profits in the amount of #2,000,000 in the fiscal year ended Deoember 31, 
1942. Of this amount. #200,000 was determined to be applicable to fixed 
price contracts and §1,800,000 was applicable to cost plus fixed fee contrasts* 
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Fixed Price Contracts ( 1941) 

It will be noted that gross receipts' and net operating profits 
on fixed price contracts in 1941 were as follows* 

Gross Receipts $1,973, 913.00 

Net Operating Profit 141,287.00 


Ratio 7 . 15 %:. 

These contracts were not subjected to exoessive profits .determina- 
tion although they were considered 100% renegotiable. 

Cost Plus Fixed Fee and 
Dow Contracts (1941) 


The Navy PAB segregated "Dow Chemical Contracts” from 
other CPFF contracts, although it considered both groups as 100% renegotiable. 

/ Briefly. the receipts and profits under. this, category before, 

renegotiation; were as. follows: - 


CPFF . 


• Dow 


Gross Reoeipts ' 

Net Operating Profit 
Plus Disallowed Costs 

Ratio . 


$ 33619,941 1,897,439 

825,248 - 45,730 


a 


Total 

35,517,380 

870,978 . , 

225,872 

i/o'§6,B5Tr 

! T.09% 1 


After renegotiation, less -refund of yd 00, 000 the adjusted^ 
not operating profit would be equal to $696,850 ($1,096,850 minus ?$400, 000 ) 
or a ratio of 1.98%. ■ . 


Total Renegotiable Contracts ( 1941) 

The total renegotiable business, including Fixed Price and 
Cost Plus-fixed fee appears as f ollows : 


Gross Receipts 

Net Operating Profit 

Plus: 

Disallowed Costs 
Total Adjusted Profit 


$ 37,491,293 
' 1,012, 265 

225,872 

1,258,112 

3.30% - 



Ratio 


"f* "I 7 ?# 


*^3ssf 4 ^^ * si,; ~ Y^V v *? 
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After renegotiation, less refund of §400,000 "the adjusted 
profit would be reduced to §838,137 ($1,238,112 minus §400,000) equal 
• to 2.25/o. 

ITon-Renegotiable Business (1941) 

The gross receipts and profits from hon-renegotiable business' 
for the fiscal year ended December 31,. 194, are as follows ; 

, ‘ " Gross Receipts § 49,989,929 > - v 

Uet operation profit 3,162,963 . ‘ 

Less Disallowed Costs 225,872 s . 

net Adjusted Profit .f 2,937,091 

Ratio " 5.88^ 

Total' Business (1941-) - Before Renegotiation 

, > W. , T ' 17 ' y ' * * 

• The gross receipts and profits for fiscal year ended 

December 31, 1941, appear as follows: ' * \ 

Gross Receipts § 87,481,222 . • - 

' net Operating Profit , 4,175,228 

V •. _ Other .Income ■ ' 9.7,496 - , . 

. Total Adjusted Profit $ 4,272,724 

Ratio ^ ,• 4.88$& • • ' ; - :v ^ 

Total After Renegotiation, less $400“, 000 - • * 

Profit reduoed, to $3,872,724 equal to 4,45$ 

Disallowed' Salaries , - . ‘ ’ 

I .' For purposes of renegotiation, the Board -considered' - ‘ - 

’Executive Salaries too high. Compensation for. Executive Officers, f on- the . 
year was $728,434. The Board considered that §300,000 was . sufficient and 
disallowed $428,434. To this was added a dividend credit of $163,784, 
making a total 'disalloxyance of $592,218. This was applicable to the total 
business, however, • $225,872 was apportioned to renegotiable contracts. 
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Other Inoome 


The Board considered that the petitioner earned "Other 
Income" in the fiscal year ended December 31, 1941 in the amount of 
§97,496. 7/ork papers (pp 644 and 645) reveal that same was 
made up of the following items: 

Items Hot Allocable to- Specific Contracts 


Adjustment of small .tool inventory 

& Reserve ■§ 29,456 

Gasoline and Excise Tax Refunds 2,156 

Gross Profit from Blueprint •'sales < 11,619 

Other Miscellaneous Inoome . 6,302 

49,533 

Interest received. - • 33,601 

Dividends Received • , ' 55,000 

. . ■ 138,134 


Expenses: • • ' 

Interest paid -/ ■ » 

Miscellaneous Expenses 

Other Income (net) 
Less: ” ' . - . . . 

Commercial & Development. Expenses . . 
Donations 

Research & Development - 


HET TO OPERATING PROFIT § 97,496 


1942 Excess Profits Per Board 

There has been prepared as attached next hereto Exhibit B 
which reflects the gross receipts and adjusted profits before and nf ter 
renegotiation for the fisoal" year ended December 31,. 1942. 


.10,718 

389 

11,107 

127,027 


, 20,216 , 
9,315 
§ 29,551 


- 10 . 
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THE AQggm GOIflPANY 
STATEMENT OF PBQPIT AM)' LOSS 
YEAR EH3BD DECEMBER 51, 1941 


S0BE3XJLE A 


Lump gum 


•v CPFF 


Construction Sales 
Construction Costs (Direct) 

Gross Profit 

Per Cent Gross Profit To Costs 
Per Cent Grose Profit To %las 

Operating ^pense 
Operating Profit 

Per Cent Operating profit Td Construction Sales 

Kqpipmnt Rental Income 
Gross Earnings of Engineering 
Gross Earnings of Bliss Hill 


Profit Before Other income " 

Addi Additional Income Unallowable Deductions 

Other Income - Net 

Per Cent Profit Before .Federal Taxes on Income 


$5,576*551 
4* 552^087 
884,474 
18*118 
15*335 

162*140 

668,334 

12*319 


$30,440,206 
29,4-99.598 
940,608 
3*189 i 
3*090 i 

•' 655*275 
287<s333 J 


£5,893 ' 
24,598 
4,559 

45,559 1 
' - 297,779 | 

40,988 [ 

55,050 

382,326 | 

717,384 

12,962 

. - . T 

671*659 ]' 
73*392 

730,346 
. 6,976 

745,051 I 1 
45*192 

I 737,322 

9 . 790,243 : 

13*714 

2*596 
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The results of operations of the Company for the 
fiscal year ended December 31, 1941 after Renegotiation refund of 
§400,000 is as follows: 
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i 

;fT 
. I '« 


TES AUSTIN COUPANI . SCHEDULE A-l 

1941 

ASTER #400,000 MSGOIIM?ION BBFOHD 


Construction. Sales 

Lssst Benegot iut ion Refund 

Lump Sum 

CPIS' J 

l 

: ; Dow Chemical 

Combined 

•H 1 
& 
o 

1 1 

Total 

#5*376 *561 
400*000 

#30*440*208 

r #4*756,538 

j **0** 

#40,573,305 

400,000 

#46,470,570 

«*o** 

#87*043*875 

400,000 

Adjusted Sales 

4*976*561 

36*440*206 

j 

i 4,756,538 

i‘ \ ' 

40,173,305 

46,470,570 

86,643,875 

Cost of Saleo 

4*552*087 

29*499*598: 

; 4*426*817 

38,478,502 

43 $ 298 *484 

81*776,986 

Cross Profit 

424*474 

940*608 

|. j 329,721 

1,694,803 

3,172,086 

4,866*889 

Net Profit 

337*322 

7 90s 243: 

' 

1 ; 251,815 

1,579,37? 

2*910$ 280 

4,289,657 

Per Cent Profit Before federal Saxes 

6*778 

i 

2*596' 

1 

! 'j 5*234 

3 ? 434 

6*262 

4*951 



/ 


? ipppppp 

i 
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Audit of the company 1 s Federal Income and Excess 
Profits Tax returns for the fiscal year ended December 01, 1941 by the 
Bureau of Internal Revenue resulted in a disallowance of Real Estate Taxes, 
Dividend Credits on Employees Stock, Excessive Compensation, legal expenses 
and insurance* The disallowances were contested by the company, and extended 
negotiations between the company and the Bureau c£ Internal Revenue ensued 
which culminated in a basis for settlement* Excessive compensation in the 
amount of $203,017 was disallowed as well as legal expenses in the amount of 
$6,868* .The total disallowance of $209,875 is shown as additional income 
on Schedule A* This additional income was allocated to all business on the 
basis of Cost of Construction Sales* 

There follows the Tax Schedule for 1941; 


TAX SCHEDULE 
' 1941 

Net Income Per Federal Income Tax Return , * 

Add ‘Unallowable. Deductions 

Real Estate Taxes .. 

' Dividend Credits on Employees Stock 
Excessive Compensation ’ 

Legal Expenses 

Insurance , - ■ • * ’ 

\ , " 1 < 

Less Additional induction for’ Federal: Capital Stock, Taxes 
Profit Per Books 


#4,479,782 


1,220 
163,784 
83,059 
4,723 
9.5gs> 
742,157 
5a 500 


Comments on the Profit and Loss Statement; 

Combined sales for the year 1941, subject to renegotiation, 
consisting of Lump Sum, Cost Plus a Fixed Fee and Dow Chemical contracts 
amounted to $40,573,305* The Navy Price Adjustment Board di owed a- combined 
total of $35,517,380* This difference can be explained in that all contracts 
paid* for and completed ‘prior ' to .April 28, 1942 were treated aa renegotiable 
in this review, as per the request of Mr. GILMORE of the Austin Company. 

The Navy Price Adjustment Board stated in their report, 11 An examination 
of the commercial Contracts in excess of #100,000 reveals that some may 
involve the furnishing of process equipment within the meaning of the 1942 
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Renegotiation Act. Such contracts cover primarily chemical plants , 
constructed for the Dow Chemical interests under a continuing contract 
which has been in effect since 1939 and which provides that Row may call 
upon Austin to do any or all of its construction work* For the purpose 
of this analysis, the 1941 and 1942 sales under three of these Dow 
projects, together with a small lump sum contract for Linde Air Products, 
have been considered to be of questionable renegotiability. On the Dow - 
contracts, it is the Company* s' , practice to accumulate all costs and expenses 
by location. » ■ 


The reporting agent did not. question those contracts 
of questionable renegotiability. In the segregation d. Dow Chemical' sales, 
the writer was guided by the formula prepared by the Navy in their 
classification of the Dow contracts* This schedule may be found- on pace 773 
of the Navy file. 


Lump Sum Contracts a " • 

The results of operations under lump sum contracts - 
■are summarized-- on Schedule A* In- reporting profits, inter-departmental 
charges for engineering and fabricated steel have been reflected in costs 
at the billing. prices of the respective departments* In addition, second 
party equipment rental charged for the use of the company’s 'owned- equipment 
has _ been treated as an item of cost (but has. been added back to restore the 
cl frge to profits,) This handling of inter-departmental charges 
and costing of owned equipment rentals has the .effect of reflecting in 
costs what the Austin Company- would .report if it obtained such services 
ora outsiders at prices equal to those charged by the' several departments* 

man+ ~„ . ' , ’ Job costs include, in addition to, the items already 

rented mat ® rials > work sublet to others and cost -of equipment 

sales d basi- Operating expenses, are allocated on a cost of 

1 and consists -of those set forth in Schedule, B, as follows t 
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Cost Plus a Fixed Fee Contra ets i 


. The results of operations on fixed fee contracts are 

summarized on Schedule A. The summary treats inter-departmental charges 
and equipment rental in a like manner to the method used on the lump 
sum contract summary described before. Job costs and: operating expenses 
are also comparable in treatment to the handling under the lump sum contracts 


Equipment Rental Income: 


This is an inter-departmental charge for the rental 

Th n! ne l eq?iip ^ nt an ^ has the effec * of reflecting in costs what 
o * G p ny WPuld re P ort if ** obtained such services from outside 

OvuTCSe , ( , 


Engineering Amines: 


and no = , The Austin Company , performed engineering for. lump sum 

are affpWoA fixed fee construction contracts* Engineering earnings 

costs^and after deducting operating expensfs, 
mien later were allocated on a Cost of Sales basis* 


Bliss Mill Earnings : 


olant • ■ nw,L ao 4. ' The Bliss %11 is the company owned -steel fabricating 



+ n ^ ~ 7 operations^ Bliss Mil C ( 

renegotiate business „as added bask, S' ScpS? 3 ' 5S Rwfit deriTCd 


Operatin g Expenses a - 


Of this amount $921 Expanses for the year 1941 totaled J2-141.099 

in the aaourt of §6 ?L-en4 P S :i ° abl ; *°/«>egotiable business. DoiatiSns ' 
#9,315 were ohargJd Jn a » d development in the 4omT»£ “ 

0” aM <*■ —U- tools is SSrgef toeotl^tolS'ooS^ 
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the amount so charged representing ^ of 1% of contract price adjusted 
to actual at the year end. Depreciation on all other machinery, equipment 
and tools, as "well as on buildings and fixtures, is included in operating 
expense* Depreciation rates are as allowed by the Bureau of Internal 
Revenue. M rate of 2§# of cost is used on building, 10% of cost on 
furniture and fixtures, and on machinery, equipment and tools varies depending 
on the type of equipment.' There does not appear to be any accelerated 
depreciation. Operating expenses were allocated on the basis of Cost of 

' sa les* Operating expenses are detailed on Schedule B as set. forth above. 

» * „ 1 
i < ‘ ' * 

Fiscal Year Ended December 31. 1942* . 

The results of operation of the company for the fiscal 
year ended December 31, 1942 are as follows! 
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THE A-ggCIM CCMPANY 
STATEHBHT 0E PROFIT AM) LOSS 
YEAH EBBED DBGatBER 81. 1942 


vS . • t J . .. 

rir'- ' 





Soristruction Sales,; ;j 
Construction Costs {direct) 
Gross Profit 

Per Cent Gross Profit to Costs 
Per Cent Gross Profit to Sales 


.Lump Sum, 


fOj.GOi > 700 

3*635*. 272 
248*494 
6*839 
6*402 


cpef ; --f 

' V- jisi* 


820*298*5721 - 

4^810,309; 

2*184 

2*137l 


Bo* Chemical 0ombi|ied, 


:j3&sffiE3V758‘ 
>7,6914883 f 
321,875 
4*185 
4*017 


f237*0O4i4O§ 

251,623,727 

5,380,678 

2*523 

2*270 


Hon- 

6>negotiafrle 

420,737,639 

-19,208*379 

1,529,260 

7*961 

7*374 


Total 

4257^742,044 
259,832 *106 
6,909,938 
2*755 
2*681 


Operating Expense v." 






.Per Cent Operating Profit, to Construct ion Sales 


84*147 
1^1,347 ;*• 

4*233 


3,112,188 

1*382' 


.83,006 
: .239*86|; ’ 

"2*993 


1,864,354 


1*484 


327*051 . 

'1,202,209 

- * V, - * . - , ^ . 

5.797 


4; 2*1914385 y. 
:;4>18 s 555 

1*831 


Equipment Sental Income 
Gross Earnings of Engineering 
Gross,, Earnings of Bliss Hill 

J; - ’ *< - ' ‘ ^ " ,, ^ •’ -fc! 

Profit Befoie- 0tlef ?1^aids 
Other Income - Sit 


Per Cent Before Taxes on Income 


. 27 j 720 
32,102 
; 29*153 


253,322. •. 

8*817 

856,139 

, 6*599 


850,796] ; 
989,845] 
853*7791 - 
:*> .1*494*4801, 

1; 

4,606,54S| *. 

’ 170*894 
| 4,777,442 

• ‘ ! 

2.122' 


.12,070 

6,804 


19^455 

5 ^ 


-JM MS S 

265,290 

3*310 


290,586 

1,028,751 


1,602,850 

' > • „ * ’if- 


259*384 ' 5*119,194- 


179*677 

5,298,871 

. 2*236 


93*272 

147,818 

98*061 

339,151 

1^541,360 

14*901 
4 1,556,261 

V , 7*505 


383,858 
1,176,569 
1 381*574 
1,942,001 

а. -j v''l 

б, 660,554 

"194*578 

.6,855*132 

2*675 


•. - •*; ■■ M". 


V ' . Jf.: y . ; . f , W A * ;>i" 4 V •• - i'i .. 

■ - ' • V — • ‘ *V. , ‘ 

■ J. ■-•-■S'f \ J •• -4 ' * i- • 
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The results of operations of the company for the 
fiscal year ended December 31, 1942 after renegotiation refund is as 
follows* 
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Comaents on the Profit and Loss Statement? ' 

Operations, for the year 1942 were the same as in 1941. 
Therefore, the comaents made following the Profit and Loss Statement of 
1941 will apply in 1942, with the following exceptions! 


Operating Expenses! 

Operating expenses for the year 1942 . per the ., company 
books amounted to #2,253,806# The company filed an amended return fbr 
1942, on December 13, 1943, Thich shows a reduction of #94,860 in taxable 
income from the original return. Due. to an overaccrual of taxes, the 
compensation of certain executives, sharing in profits after taxes on a 
percentage basis, was increased an aggregate of J #94,860*. This #94,860 was 
^; n “*e company’s books. as. an expense. On the company’s original return, 
the Revenue Agent disallowed a n amount of #186,896. This consisted of 
excessive compensation of #136,530 j capital stock tax of #50,000 and Real 

$366.00, Also held in abeyance was an amount 
Credits. to Employees Accounts. This case, along 
tax case,. was heard in the Tax Court in Cleveland, 
company s law yers submitted a stipulation agreement showing 
Sf^ C ° mpany ? g * e ? d t0 ^98,551 in additional excess profits teres* 
ass 5? ted in, its petition that the Bureau of Internal Revenue 

paid SutX^f ? iif Wed ^ deduction approximately #231,000 of #901,000 
paxd u °ut xn salaries and bonuses to top officials* In settlement^ 

I 94 P6o 0 AS°T n ^ aS a ^ OVireci ^136^530 in' excessive compensation and ' 
of 4 |ln6 o°f, th L Re ^ ed Bonusu ® le dividend Credit to Employees Accounts” 
were disallowe^ 6 ^°°° ° a ?f?.^ ock ts * *366.00 in ReS E s S?? fixes 

expenses’ o ? of ^ 62 > 421 credited to opiating 7 

* 53* 6 which resulted in a net operating expense of $2,191j38& 

' v . , The company listed donations in the amount of #19.939* 

S thfLoSt 6r*fom in awunt of B3,059,and Servicemen's ^ fropii 

charvL ^ ? f 4,1 f^«», a a :®cpenses in 1942, These latter amounti. were ■ 
are detaiied-S'scto^^ <%,eratlng 

the 1942 taxable inc^to^^prSjtf 3 ' Schedule pre I are,i in ™concilling 
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TA£ SCHEDULE - 1942 


Net Income Shown in the Deficiency 
Notice Dated April 1, 1948 


Difference 

Additions: . (a) Renegotiated Profits 

Redactions: (b) Salary Adjustments 

Explanation of Adjustments : . 

(A) The renegotiated profit adjustment shown in the 
deficiency notice dated April 1, 1948 has been 
eliminated since the amount of excess profits 
has not been determined 

. (P) Salary Disallowance Deficiency Notice 
Revised Bonus Allowed 

Total Allowances 

- Dividend Credit to Employees Accounts 

From Revenue Agents Report ■ ,’V 

Net Income by Return - 

. Unallowable Deductions: . 

(A) Excessive Compensation $136,530*37 

(B) Capital Stock' Tax Disallowed 50,000*00 ‘ 

(C) Real Estate Taxes Disallowed 365*77 


Non-Taxable and Additional Deductions 
(A) Renegotiation Profits ; . 


$5,176,326*15 

7 , 051 , 850,78 

$ 1 , 875 , 524*63 

2 , 000 , 000*00 

124 . 475.37 

$ 1 , 875 , 524*63 


. 136 , 530*37 

94 , 860.00 

$ 231 , 390*37 
106 , 915+00 
$ 124 , 475+37 

$ 6 , 989 , 430 * 01 . . 


$ 186 . 896,14 
$ 7 , 176 , 326.15 


$2.000.000*00 

# 5 , 176 , 326.15 


» «A * * " , 

• 

T* 

mmmm. 
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; , TAX SCHEDULE - 1942 (Cont.) 




1942. 

Net Income Per Original Return 


$6,989,430*00 

Excessive Compensation Original R„A.R. 
Enployee Stock Dividend- 

$ 68,421 
106,973 
$175*336 ' 


Add: - 

■ Allowance in Conference. . § 38,805*42 

Allowance Technical Staff 124,473*37 

Net Adjustment 

163,281 

12,055 

* 

Capital Stock Tax 

- ' . . Real Estate Taxes - ' 

Net Disallowance ’ 

Adjusted Net Income Per Internal Revenue 

50,000 
366. • .. ' 

' T , v i v / 

> - * * 

« i- 

62.421,00 -j 
.$7,051,851*00' 


-Ori ginal— .. 
Net Profit . 
-Per Books 

Net Profit 
. : Original Return 

Refund Army Contract 
' Adjusted Net Disallowance 

$6,792*711... 

208,808 

$6,989,430 ' ' 

62,421 ' 

Adjusted Net Disallowance . 

U. S„ Note's " ■ 

' Prepaid Insurance . / ■ 

$7,001,519 

62*421 

$7,051,851 ■ 

2,500 

9.589 


$7,063,940- 

$7,063,940 

Adjusted 'Net Profit Per Books 
■ Add Annjr Refund 

* t V 

• $6,855,132 - J * . ' ' 

' 208. 808 j . 
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Examination for the Year 1943? 


During the conference. held March 15, 1949, as reported 
in detail in referenced report of the writer (feted April 5,1949, Mr. 


| advised the company that the firm* s 

xy4jj records would be checked and submitted* There follows the results of 
operations, for the year' 1943 i - 


b6 

b7C 




* 818 ; 
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EXHIBITS - 

The f ollovi ng exhibits were prepared, in connection 
with the examination of the books and records of the company^ 















Liabilities* Capital Stock and 



48*596 


42 3 826 

1*275,000 3,110*964 

4*141*971 

1,189*380 

16*974 

- .. 838*731 382*113 

711,042 

461*813 

25*000 

art *Ort 4 > 

.25,000 ' 25*000 . 

cr jiisn , tr* /ton t »n • 


' : 


944*349 


4*789*251 5*942*525 6*286*041 >. 6*440*846 


4374002 Sl-5.*890 s 500 *11.979*576 



m-M 
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THE A05TIH COMP AM a BAST CEETEIAtEU OHIO 

statements eg profit and loss tor mas 

ENDED DECEMBER 31, 1956 <r 1943 ' " ~ 


Construction Sales 
Construction Costs {Direct) 

Gross Construction Profit 
Per Cent to Construction Sales 

Gross Profit Proa: 

Engineering Saxes 
Bliss Mill . ; ,. , 

Equipment Bent pM 

. g - • 

Total Gross ffeagsf^t ‘ 

'• « vj* ^ ;,m 

Per Cent to Sales 
Operating Expenses 
Per Cent to Sales 


EXHIBIT - B 


f: 


/ 


I. 


Gtiaer Income Net 

Net Profit Before Federal Taxes pa Income 
Per Cent to Sales 


Average 


1956 

1957 

193 

«mii«ua- 

- i - 

1939 

1936-1939 

1940 

1941 

1942 

1943 

#9,403,155 

3*?75 c 847 

#16,578,1 22 #7. 
15,536*087 1\ 

991^76 

#10,483,159 

9,765*508 

#11,114,854 #42,949,925 #87,045,875 
10*392*483 40*020,387 81,776*986 

#2^ s 74%0i4 #160,647,067 
250*652*106 156,807*843 

627,318 

6o671 

1,042,035 

6,285 

409^65 

6t!50 

;! . 

720,571 

6 0 871 

' 755,371 

6 & 80 5 

2,929,538 

6,881 

5,266,889 

6,051 

6,909,938 

2*681 

3,839,218 

8*390 

86,807 

6,854 

99*472 

! 

i 

119,345 

60*712 

146,559 

. ; 

.6%X 
(2Sp 1) 
e:\-73 

129 ? 198 

(19,144) 

92*851 

100,365 

6,180 

101*431 

440,442 

62,225 

181,670 

579,566 

348,381 

300*768 

1,176,569 

381,574 

383*850 

520,644 

57,886 

a>l s 467 

620,445 

- jr 

1,368,651 

\ * 

609 j48 

„* i 

922,876 

964,347 

3,613,875 

6,495,604 

8,851,939 

4,619,215 

8 ,?2S 

8 ? 25S 

- St&2 

8*501 

8*676 

8*414 

7*462 

3*434 

2*875 

607,939 

898,785 

&5QM 

719*191 

719,170 

1*366*558 

2,141*099 

2*253*806 

1,896*031 

218,506 

2,860 

469,866 

2,834 

(41^9) 

I v ! r 

203,685 

1*942 

245,177 ’ 
2*205 

2,247,323 ’ 
5,232 

4,354,565 

CaOOS- 

6,598,133 

2*560 

2,723*184 
lb 70 

96,681 

102,441 

115,33 

89*618 

. 100*530 


127*027 

194,578 

125*938 

309,187 

572,307 

! 71,34 

| 

295,303 

345,707 

2,302,668 

4^481,532 

6,792*711 

2,849^122 

3*288 

3*452 

$3S3 

i : 

2*797 

5*1X0 

5,361 

%|49 

2*635 

1*773 


\V 

t ; 

‘‘ C ^ ' 
- \ ' 
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It will be noted that gross receipts and net operating 
profits on Fixed Price Gontraots were as follows: 

Gross Receipts $4, 128,924 

Ret Operating Profit 455,434 

Ratio 11.3/4 

The Fixed Price Contracts were 100$ renegotiable subject to 
.excess profits determination of §200,000. , .... 

After renegotiation, refund of ^200,000 t the adjusted operating 
profit would appear as follows: 

• ' ' • Gross Receipts § 3,928,924 

Ret Adjusted Profit. , .. 255,872 

Ratio . . 6;5$ ' 

Cost Plus-Fixed Fee and Row Contracts ( 1942) . 

The receipts and. profits on the CPFF Contracts which 
included Dow Chemical Contracts all of which were considered 
100$ renegotiable" are summarized as follows : , .. 

. , ; 1 - ♦ -CPFF : • Dow Total'- 1 

- — I . Til I r- 1 L » I r ‘ 7 

GrosS Receipts ; § .227,619,996 5,835,424 233,455,420 

Ret Operating Profit 4,573,026 240,370 - 4^813,596 

’ Disallowed Costs / - . V 

Adjusted Operating Profit • ; . .5,100,243^ 

• >■ RATIO ’ ... >• 

Cost Plus-Fixed Fee and Dow Contracts (After Renegotiation) ( 1942.) 

After refund of §1,800,000- the gross receipts and adjusted 

operating profit would appear as follows: - 

< . Gross receipts : . - §231,655,42.0 

Ret Operating Profit . 3,300,243 .. 

Ratio 1.42$ - " 
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fhe Board did not allocate the refund to GPFF and Bow Contraots 
but rather on the total of this classification. - ' , 

lfon-Renegotiable Business (1942) 


The gross receipts and profits from noh-renegotiable business 
.for the fiscal year ended December 31, 1942, as follows.: 


Gross Receipts 
Ret Operating Profit 
Less Disallowed Costs 
Adjusted Operating Profit 

Ratio 


20,745,139 
1,584,012" 
286,847 
$ 1, 297,165"' 


6.25$ 


Total Business 1942 (Before Renegotiation) 

The Gross Receipts 'and Profits for the fiscal year ended 
December 31, 1942 as follows: •' -• . •' • ■ ' . 


Gross Reoeipts 
Ret Operating Profit 
Plus: Other Income 

Total Adjusted Profit 

Ratio 


$ 258,329,483 
6,852,842" 
148,677 
$ 7,0 , 0l,BIT 


T7Tl$ 


Total Business 1942 (After Renegotiation.) 

. - Gross Receipts ' v \ 

Ret Operating. Profit 
Plus Other Income 
Total Adjusted Profit 


'5 .256,329,483 
■ t ■ 4,852,842" 

. - 148,677. 

$ 5,001/519" 


Ratio 


1.95$ 


Disallowed Salaries - . ' . ' 

The Board considered Executive Salaries to-be excessive in the 
amount of $222,637 in so far as renegotiable business was concerned. Com- 
pensation for executive officials for the year 1942^ was $722,637* The 
Board considered that $500,000 was sufficient.. To this was added -j.106,915 
dividend making a total disallowance of $329,552.. This was applied . -. 
to the entire business, and of this amount $286,847 .was allocated to 
renegotiable business. . / ” 
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Other Income ' 

The Board considered that petitioner earned "Other Income" 
in the fiscal year ended December 31, 1942 in the net amount of 1 §148,677* 

■Stork papers (pp. 644-645) reveal that same was made up of the following 
items : •• 

Items Dot Allocable to Specific Contracts 

Adjustment of Small Took Inventory Reserve 0 109,330. 

. Gasoline and Excist Tax refunds J - 3,141 

Gross Profit from Blueprint sales * - 14,151 

Rent earned ■ . 12,000 

Other Miscellaneous Income 9,123 „ 

• _ » . 147,745 

Interest R e oeived . * 32,592 

Dividends Received 40,000 

, ■ ‘ • - . ■ 220,337 - . . 

• ' " : Less. Miscellaneous Expenses - , £5,759 - . 

Other Ret Income 194:, 578 

Less: Donations • $19,939 . • - 

Research & ‘ ■ ■ ' . ' ' ' ’ 

Development 13,059 

Servicemen's ' ‘ - ’ . ' ‘ ' • , - 

’ ' Program 12,903 45,901 

Ret Other - ' Inc ome \ > $ '148,677 ■ */'•■!■ 

■ * . . PETITION OF COITTRACTOR ' ' - / • r - ' • 

The Austin Company, filed a petition in the United States 
Tax Court under Dooket ^104-R on Rovember 10, 1944, seeking a rede termination 
of , the exoessive profits as theretofore fixed by the .Ravy Price Adjustment 
Board in its unilateral determination of August 14, 1944. The petition . 

'is. quite voluminous and cites various reasons- as to why the Board 'erred in -- V 
making the -determination.,' , - ' • . " / 

Among some of the important errors listed by the oompany 
in its petition are' as follows : . 

Petitioner contends that the Board erred in including as 
part of petitioner's fenegotiable business for the two years in question 
certain contracts which Defense Plant Corporation entered into prior to 
July 1, 1943, where the work called for by the contract's had been substantially 
completed and paid for prior to July 1, 1943, but where ; final payment had not 
been received because of administrative delays which were not the fault of 
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petitioner nor within its control. 

The Company asserts that the total construction sales, so 
included under such contracts amounted to approximately §128,000,000. 

The Company also claims that the Board erred in including as renegotiate 
business its. construction work for Dow Chemical Company in the determined 
amount of §7,732,863, for the years 1941 and 1942 which sales petitioner 
claims were paid for by said company's own funds and made under private contracts 

" The Company also contends that' the Board erred in. including in' • 
renegotiable business all of. the sales made prior to April 28, 1942, in the 
amount of about §17,000,000 under Contract E0y-4210 with the Eavy Department, 
in that such sales were on account of construction work completed prior to 
the effective date of said Renegotiation Act and except for the normal 
retained amount had been fully paid for April 28, 1942. • 

The Company also contends that the Board erred in disallowing 
as proper costs §225,872 for 1941 and §286,847 for 1942 on account of 
salaries reasonably and necessarily paid by petitioner in those years. • 

' '' EXHIBITS, . ' 

Exhibit A . / 

■ This exhibit reflects the amount of gross receipts and. 
adjusted net' profit for the fiscal, year ended December 31, 1941 before 
and after renegotiation. *. “> f •- • • »;’• 

The figures appearing ■ on this exhibit were compiled from' work 
sheets prepared by the Eavy Price Adjustment Board and ties in with the spread 
sheet" showing final figures arrived at by the negotiators . (Page 791 
work papers , • • 

Exhbit B ". t ' ‘ . 

• This exhibit reflects the amount of gross receipts land - adjusted net 

profit for “the fiscal year ended' -December 31, 1942 "before and' after re— . ' , 
negotiation... . w •. 

The figures appearing, on this exhibit were- compiled from work " 
sheets prepared by the Eavy Price- Adjustment Board and ties in with the 
"spread sheet" showing final figures arrived- at by the Board. (Page 790 work 
..papers.) ... . * . 


K77* 1 ?* ** 6 f * ' ^'7^' "V, ^'■^; w • [ > , 5 r vv.' : /yr 
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CONCLUSION 


No examination has been made of the petitioner’ s books 
and records by the Washington Field Office. The figures as Used herein 
were compiled from the Na-vy PAB files and records submitted to the Board 
by the petitioner. * . 


The Claims Division. of the Department in its memorandum re- 
quested that the Accountant classify petitioner’s business under the various 
headings as set forth in the company’s petition particularly pages 
•8 to 13 therein. Such segregation or breakdown as desired by the Department 
inoluded the following as suggestions: 


1. 

2 . 

3. 

■4. 

5. 

6. 


Cost pi us -fixed fee contracts 

Negotiated fixed amount oontraots 

Dow' Chemical Company contracts 

Defense Plant Corporation business . . . 

Sales prior, to April 28/ 1942 

D.P.C. business before and after April 28, 1942. 


The files of the Board revealed that an ahormous amount of accounting 
had been done by accountants of the Board on this case. Schedules and 
exhibits were furnished by the petitioner from time to time. From these 
financial reports the Navy Accountants prepared detailed analyses. J 

An attempt was made by Agent to contact the Navy accountants who 
assembled the final figures for the Board for the purpose, of reass emblying 
such data into the classification desired by the Department. . •' b6 


b7C 


[ 


]of the Office of the Special Assistant to 


the Secretary of Navy for Renegotiation was contacted by reporting agent 
concerning the reclassification of sales into the categories suggested by 
the Department memorandum. ' • , 


I ~| advised that! no siieh classifications' had been prepared by 

Navy accountants. He suggested however that his office would make an . b6 

n n » < - -i*i ' n • — J-4 am a 1 a4-a - 4 -P yvaaot "hi o i -P 


effort -to reassemble or reclassify such additional data if possible if 

A- . A I 1*.^ 1-4 _ - ~ ~ « 


b7C 


requested at a subsequent date 


maintains his office in 


Temporary Building No. 3, 17th and uonsuivution Avenue, N. W. Telephone : 
extension 2029 Navy, „ . . ; 
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Inasmuch as It was determined that the Raw did not break down 
the sales into the categories desired by the Department nor did the ITavy 
obtain a breakdown of the figures showing sales before and after April 28, 
r 1942, such schedules were not prepared by reporting agent due to the lack 
of the necessary reoords. 

It' appears that figures as determined by the Havy and the 
petitioner were agreed to In principle as reflecting an estimate of the 
renegotiable business and profits. There, appears to have been no dis- 
pute concerning' the segregation of the renegotiable and non-renegoti able 
business but there appeared to be a. definite disagreement as to. the 
•amount of excessive profits earned oh the respective classifications of 
business by the petitioner. ._ 

The files of the Board indicate that the. petitioner operated on 
both a departmental and an overall basis. The company’s method of aooounting 
is on a percentage of completion basis.. For that reason the company 
requested that renegotiation for both" the fiscal yeans 1941 and 1942 
be considered on such a. basis rather than .on separate years* There are 
many complexities involved in this proceeding' due to the multiplicity 
of operation and widely dispersed locations at which the petitioner did 
business. The Board has prepared a brief under date of July 2, 19.46, 
for the Attorney General which sets out pertinent points involved 
in this renegotiation proceeding. ■ * 

It is believed advisable not to conduct any field examination . 
of the petitioner’s hooks' and reoords until such time as the Claims • 
■Division attorneys have determined what additional definite information 
'Is desired from the company’ s books and reoords. An analysis of the 
aooounting data at the oompany’s offices would entail a tremendous 
amount of work unless it was oonfined to a "spot check or listing of oertain 
figures on specific item or items. ", 

The figures from which Exhibits- A and B were taken were Pages 757 
and 777 of the - photostatio file of the Navy FAB which was submitted to this 
office for. review* -Page 757- is -marked "Final Exhibit 3" while Page 777 is 
marked "Profit and Los s ‘ Summary based on Final Renegotiation, Figures." 

These schedules do. not reflect the same segregation of sales 
and cost of sales for the years 1941 and 1942 as shown on page 8 of the 
oompany’s petition; however it. will be noted that the profit before taxes 
on renegotiable business for 1941 and 1942 does agree in total. 
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The 11 spread sheets” and final schedules prepared by the Navy PAB 
did not segregate sales as to War Department, iTavy Department, Defense 
Plant Corporation and other departments in oonneotion with renegotiable 
business nor is there a breakdown of sales before and after April 28, 1942. 


The files and records transmitted to the Was hi rip’tnn Pi, el d Of, f ice 
through the Bureau have been returned by the writer to[ 

Room 3736. 


In accordance- with Bureau Instructions no further work will be done 
in this case at this time „ unless and until advised to, the oohtrary. 

Two copies of this report are being designated for the 
Cleveland Division for information purposes. It is. possible that 
the Bureau will instruot the Cleveland Offioe to perform additional accounting 
work at the offioe s of the petitioner located in Cleveland, Ohio. 


-PENDING*- 
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PROFIT AND LOSS STATEMENT 
THE AUSTIN^ COMPANY 
Year ended December 31, 1941 


R E IT EGOTIABLE 


Construction Sales 
Construction Costs 
Gross Profit 

# to Construction Sales 

# to Construction Costs 

Operating expenses - Note A 
Operating profit 

# to Construction Sales 

# to Construction Costs 
Equipment rentals 

Engineering Sales 
Engineering Costs 


LUMP 

SUM 

$1,964,719*59 
1,799*353*99 
$ 165,365.60 

8.42# 

9.19# 

55*014*30 
1 110,351.30 

5 . 62 # 

6.13# 

13,726*68 

$ 37,759.62 

25,304.95 


Engineering Gross Profit $ 12,454.67 


Bliss Mill Sales $ 

Bliss Mill Costs 

Bliss Mill Gross Profit IjjT 


47,032.24 

57*659.56 

9,372.68* 


Profit before Other Income $ 145,905.; 


# to Construction Sales 

# to Construction Costs 
Other Income - Net 

Profit before taxes on 
Income 

# to Construction Sales 

# to Construction Costs 


7.43# 

8 . 11 # 

•'O'* 


$ 145,905.33 


7.43# 
8 ell# 


Note A - Operating expenses have been 
reduced for aggregate 

meni^ 6 in^r a%li u ol“” 4,617.93 

construction costs. 


FIXED 

FEE 

$30,123,879*92 
29 a 197. 848. 96 
926,030.96 

3.07# 

3.17# 

565,252.55 
1 360,778.41 

1 . 20 # 

1.24# 

44,842.87 

$ 1,235,956.19 
944*994.33 
1 290,961.86 

$ 85,576.42 

69,812.80 
$ 15,763.62 


DOW 

CHEMICAL 

$4,756,538.18 
4,426*816.76 
$ 329,721.42 

6.93# 

7.45# 

95,030.45 
$ 234,690.97 

4.93# 

5.30# 

5,943.00 

$ 11,822.00 
7*555.00 
$ 4,287.00 


! , 346.76 § 244,925.9* 


2.36# 

2.44# 

- 0 - 


5.15# 

5.53# 

- 0 - 


TOTAL 

$36,845,137.69 
55,424*019.71 
~$ 1,421,117.98 

3.83# 

4.01# 

715*297.50 
$ 705,820.68 

1.92# 

1.99# 

64,517.55 

$ 1,285,537.81' 
977*834.28 
1 307,703.53 

$ 132,608.66 

107*472.56 
$ 25,136.30 

$ 1,163,178.06 

2.99# 

3.11# 

■r - 0 - 


712,346.76 $ 244,925.97 $ 1,103,178*06 


2.36# 

2.44# 


74,934.27 


5.15# 

5.53# 


11,361.12 


2.99# 

3.11# 


90 j’913.31 


NON -RENEGQTI ABLE 
CO^LETED AND 
FINAL PAYMENT 
RECEIVED 

APR* 28*1942 COMMERCIAL 


TOTAL 


COMPANY 

TOTAL 


$3,519,359.50 #46,470,570.25 
3,054.481.91 43,298*484*45 

$ 464,877.59 $ 3,172,085.80 


#49,989,929.75 
46*352*966.56 
$ 3,636,963.39 


$86,835,067.44 


81,776*986.07 
# 5,058,081.37 


13.21# 

15.22# 


6.83# 

7.33# 


7.28# 

7.85# 


5.82# 

6.19# 


107,756.99 1,108,168.98 

$ 357,120.60 $ 2,063,916.82 


1,215*925.97 
? 2,421,037.42 


1,931*223.27 

$3,126,858.10 


10.15# 

11.69# 

12,881.51 


4.44# 

4.77# 


223,368.44 


4.84# 

5.22# 

236,249.95 


3.60# 

3.82# 

300,767.50 


48,782.50 # 840,415.49 

29*822.25 587,512*62 


1.8,960.05 $ 35^,902.87 


$ 889,197.79 

617*534.87 
1 271,862.92 


$ 2,174,735.60 
1,595*169.15 
$ 579,566.45 


84,827.93 $ 1,286,668.50 
64*418.02 983*834.20 
20,409.91 $ -302,834.30 


$ 1,371,496.43 
1*048*252.22 
$ 323,244.21 


$ 1,504,105.09 
1*155.724.58 
1 348,380.51 


4 09, 372. O' 


5,843,022*43 # 3,252,394.5! 


$ 


11.63# 

13.40# 

- 0 - 


6 . 12 # 

6.57# 

125,276.44 


6.51# 

7.02# 

125,276.44 


5.02# 

5.33# 

125,276.44 


$ 409,372.07 # 2,968,298.87 $ 3,377,670.94 $ 4,480,849.1 


11.63# 

13.40# 


6,39# 

6 . 86 # 


6.76# 

7.29# 


111,122.87 


118,961.99 


209,875.30 
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PROFIT AND LOSS STATEMENT 
$3E AUSTIN COMPANY 
Year ended December 31, 1942 


RENE GOTIABLE 


NON-RENE GOTIABLE 


LUMP 

SUM 


FIXED 

FEE 


DOW 

CHEMICAL 


TOTAL 


COMPLETED AND 
FINAL PAYMENT 
RECEIVED 
APR, 28.1942 


COMMERCIAL 


TOTAL 


COMPANY 

TOTAL 


Construction Sales 
Construction Costs 
Gross Profit 

$ to Construction Sales 
$ to Construction Costs 

Operating expenses - Note A 
Operating Profit 

$ to Construction Sales 
$ to Construction Costs 
Equipment rentals 

Engineering Sales 
Engineering Costs 


§4,083,073*78 
3,S27o414.39 
§ 455,659,39 


|225,108,881,48 
220 o 298, 572,34 
§ 4,310,309,14 


$8,013,758,02 
7,691,883,55 
§ 321,874.37 


$237,205,713.28 

231,617,870,38 


$ 


$ 5,587,842.90 


Ni> 


7,500.00 

5,357,44 


$20,737,639.13 

19,208,378,56 


$20*, 745 , 139 , 13$257 , 950,852.41 
19,214,236,10 250,832,106,48 


1,542.58 $ 1,529,250.47 § 1,530,903,03 "7,118,745.93 


11.16$ 
12.56$ 

84,025.75 


2,14$ 

2.18$ 


4.02$ 

4.18$ 


a* 


2.3 6$ 
2.41$ 


21 . , 

28.04$ 


7 * 37 $ 
7.! 


7.38 $ 
7.97 $ 


2, 1 . 

2,34$ 


<#> 


) 371,533,64 § 

3,103,705.34 § 

239,574.99' 

TT 

3,714,913.97 

Vt 

* 

l y l Ju • ObO) vuu »Ui 

17332.14 § 1,201,175.28 §1,202,857,42 

§ 4,917,771.39 

9.10$ 

10.25$ 

23,498.57 

1.38$ 

1.41$ 

254,896.94 

3.00$ 

3.12$ 

12,070.00 


\ 1.57$ 

! 1.50$ 
290,465.51 


18.43$ 5.79$ ' 5.80 $ 

23.60$ 6.25$ 6,26$ 

119.70 93,272.43 93,392.13 

1.91$ 

1.96$ 

383,857,64 

> 87,902.41 4 

55,826.78 

r\ T i^.cL'%. <3: 

4,920,509.92 § 
3,930,6S4.S3 

QQO 0/1 c no O 

25.064.00 $ 

18.261.00 

5,033,476.33 

4,004,752.61 

*1 Ann rjnrr r~rt~\ 

cj* 

4? 

AS 

79.38 | 496,753.75 $ 496,833.53 

53.25 348,934.95 348,988.21 

<§ 5,530,309.96 
4,353,740.82 


Bliss Mill Sales 
Bliss Mill Costs 

Bliss Mill Gross Profit 

Profit before Other Income 

$ to Construction Sales 
$ to Construction Costs 
Other Income - Net 


* 


106,031.55 

76,878,79 

29,152.75 


§ 805,832.22 

§ 552,053.40 


$ 2,232.00 $ 

1,5 51.00 




581.00 


914,095.77 

630,583,19 


f 283,512.58 


147, 8-18 o 79 

-0- $ 376,557.34 

-0- 278*495.81 


-O- $ 98,061.53 


$ 376,557.34 $ 1,290,553.11 

278,495.81 909.079,00 


'iP 


98,061.53 § 381,574.11 


¥ 


456, 360. SO 

11.18 $ 
12.58^ 

- 0 - 


253,778.32 

1 4,602,226. 19 •$ 259,028.99 $ 5,317,615,78 | 17528.47 § 1,540,62 _ 8.03 $ 1,542, 156. 50 "f '6,859,772.28 


2. 04$ 
2.09$ 

- 0 - 


3.23$ 

3.37$ 


’ll 2.24$ 
18 . 30 ^ 


20.38$ 

26.09$ 

- 0 - 


7.43$ 

8 . 02 $ 

192,078.50 


7.43$ 

8.03$ 

192,078.5 0 


2 . 66 $ 

2.73$ 

192,078.50 


Profit before Taxes on Income? 456,360.60 $ 4,502,226.19 $ 259,028.99 $ 5,317,615.78 


$ 1,528.47 $ 1,732,706.53 $ 1,734,235.00 $ 7,051,850.78 


$ to Construction Sales 11.18$ 

$ to Construction Costs 12.58$ 

Note A - Operating expenses 
have been reduced for ag- 
gregate income tax adjust- 
ments in ratio of construc- 
tion sales 764.03 


2.04$ 

2.09$ 


3,23$ 
3.37 $ 


i 2,24$ 
■2.30$ 


20.38$ 

26.09$ 


8.36$ 

9.02$ 


8. 36$ 
9,03$ 


2.73$ 

2.81$ 


46,400.57 


1,620.11 


48,784.71 


1.23 


4,045.78 


4,047.01 


52,831.72 


— < 
i 
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Benegotiable Commercial Contracts 5 June 19^4 Calculations 


Austin Jot #0-25^ w , 
General Chemical Plant - Pittsburg. Cal. 


Gross Becfelpts at 100# (as reports!) 

Less Estimate of amount applicable to ‘ 
orignal plant (paid for prior to 4/28/42) 
Balance 

less 69. 2$ of 1941 (based on actual study 
of releases at Midland, Mich.) 

Hot Assumed to be Subject to 
Benegotiation before adjustment 
for process equipment and war end 
use (3O.8# of 1941, 100# of 1942) 

Less EealEstate (Building Construction) 
Included]' Percentage of Total Construction 

'X 

Remainder - Representing Process Equipment 
Percentage of fotal Construction 

Less Proportion of Output EOf War End Use ^ 
Percentage of fotal Output 

Balance Subject to Renegotiation * Amount 
$ of Ret assumed to Ue subject 
of fotal Receipts for Tear 


1941 

l t 712*lH4 


10 . 78 # 


1942 

688,501 


30.0# 30.0# 


70.0# 70.0# 


50.0# 50.0# 


Total' 


2,400,645 


1.184.804 


527,340 688,501' 1,215,841 






Beceipts, Costs and Profits at 100# 

Gross Beceipts l,712,l44 688,501 

Job Costs A s ft gsjgS 66 2,096 

Gross Job Profits 79,692 26,405 

Engineering Gross Profit 28,355 14,364 

• Bliss Mill Gross Profit — l,66l 

Socond Party Equipment Bentals 19.224 1.812 

Total Gross Profit 122,271 ^4,242 

Operating Expenses Per Austin (Cost Basis) 72.848 28.991 

Bet Operating Profit 49.425 18.291 

■ ■■■■■■ — ■ ■■■ 1 »— 

Memos Cost of Engineering 49*037 44,676 

Cost of Bliss mil steel (es't.) — 4,718 


Beceipts, Costs and Profits at Derired # 

Gross Beceipts 184,569 240,975v 

Jo * CoBt i jm 22L m 

Gross Job Profits 8,483 9,242 

Engineering Gross Profit 3*057 5*027 

Second Party Equipment Bentals 1,64-1 635 

Bliss Mill Gross Profit — " V 881 

Total Gross Profit 13,181 15*985 

Operating Expenses Per Austin (cost Basis) 7.88^ 10.14? 

Bet Operating Profit 8.828 8.838 

Memo: Cost of Engineering 5*286 15,637 

Cost of Bliss Mill Steel (est.) — • 1*651 


1 

i 


i 
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Ur. PAUL GtILUOEB, President for the, Austin Company, stated that, 
the Austin Company received one advanced payment on December 31, 1 9h£s 
in’ the amount of 0711, Ql|. 2 « An*. GIIVOEE stated' that ’this, was trie only 
advance received from the Government and stated that on Cost Pius ' Fimed 
Pee work the Austin Company had to wait sometimes fifteen* to thirty days - ; 

to; obtain reimbursable 'costs from the Government., Ur.. GlH r OSpTstated that, ' 
this was an understandable delay 'because pf the paper. Work" in the Government 
. departments. ,/ . ' / ‘ ‘ V V • • '• ■ ; ; ’ "'..VI > 


Dai CESUICAL 


• - In a letter dated .June 3 > 19l*^i by Ur. H* A. .MLLSTEIIv,- Vice-:' 

■ President of the Austin Company, directed to ‘the 'ife-vy. Department,- .Office^. 
pf ‘Produrement. and Uaterial, . Washington, - D . C .,‘ |!r. E^LLSi35Il:J _ stated tbs'; 

■ follov’ing regarding Dow ChemipAl contract- 0-2^I|.; - :«?v .'-v v -"„ - 


, .'’Continuing contract - specifies, that* Dow will authorise the Austin. A 
Company to perform work as specified by .Dow at various locations .' -..All work, 
to be. performed under this contract As made the subject of separate releases,', 
or. purchase orders lor each specific project and; each, project is performed 
on a Cbsp ?lu,s Percentage Vee' Basis, the.'fee, it -being '.the only, item . 1 governed 
by the terms of the ; original pohtinuing..bp:atpact>_:'-' .* ■'*}' v..* t • > --;’V - 


'-’.'Tfedo^ 'hot have' .available details of work and progress • on- the ' 
various releases- under 'contract > 0 - 25 kUv\at any: specific date, hoWever," we- - 
believe that some portion .of- this /contract should not ,ba considered as - 


, renegotiable but eliminated as .applying to releases continued and paid for \ . 
prior to April 28 , lpl|2. ' V- ’ r •' ‘ V, V 


-WBo. information Is available -on Wiiich to'-d’etermiaie araounts of 



should be. 30 percent ‘real, estate and 70 per cent processing equipment at 


IJidlaadj - Uichigan, ; and we would ' suggest.' these . same ' percentages . be' used for ' 

, any -consideration of- the work, at Pittsburg.,. California. *• ; 7 ‘ V • * . 


" ’ HVfe; da hot have, any .information' indicating that percentage » 7 
: \ rehegotiability of production ‘produced by Dow .Chemical, -Company at pitt-sburg, 
? California, however j 'they gave us .a, letter stating that .their business fdr 
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the year June 1, 19k^t to hay 31, l$h3, indicates that ^0 per .cent of 
such business is renegotiable. Tfe believe this could be -a reasonable 
figure to use in considering the renegotiability of Tronic performed by 
the Austin Company at Pittsburg, California." , , ' . ' 

The. same letter, refers to contract 2lj.5>0, Pott Chemical .Company - 
' ^ continuing contract - Freeport, Texas;-. 1 ‘ '■ \ 

"The Freeport plant of Dow Chemical Company produces magnesium, 

. chlorine, costic soda, ethylene, ethylene glycol, ethylene' di-chloride and “ 
chlorinated solvents. The principal product of the Freeport plant is 
magnesium with, some of the other products representing by-products of , • 

magnesium production... The magnesium is hot processed beyond the pig or ■ " 

bar stage at Freeport. 1 Telephone conversation with Dot/ .representatives . > . 

■. at, Freeport - indicated, that;' they . feel a; proper' 'segrdgstion' between red! ; «•' 

; c estate 1 and plant, equipment would be-.; approximately 50 ,per cent' to, each' . : 
'classification*' 

. ■ "Considering the nature of "the products produced at the Freeport 

, plant, - we do hot believe that, any -of Austin, contraction work at this plant 
should be considered- renegotiable i 11 . • 

: This same letter ■* also mentions .contract Ho i,, 3^72, \D6%t Chemical Com- ■: 
’ pany- continuing contract -Kidland, 'Michigan: . - v 

* * < ' 1 * ** * - _ - 1 1 * -f 

. "Analysis of .billings on orders in progress it April 1, 191*2 j. 
.indicates that approximately 30 per cent of such'; releases ‘would be properly ■ . 
classified. as real estate and 70 per cent Would be classified as process 
equipment* Tie. believe' that these^ percentages. conli| be used in., any considera- 
tion, of Dow work • as ' renegotiable • ■ y' ' 

Accordingly the Havy. Department had made uip schedule’ in : which ■ 

' . they had calculated the sales of the Austin Company for the three Dow 

contracts, in. which they had arrived at certain calculations for which they 
: felt would, be the renegotiable portion of process, equipment. » 

■ \\ •' As requested in the Departments.! memorandum, there is set forth 

below a condensed schedule showing renegotiable portion of the Bow Chemical - 
' sales' for* each 1 of Ijhe year s' lplj.1 and 15?lt2* . - p " ; • 
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' . - ' 1910. 

Ij.2^0 i)PC - OFF? - Freeport, Texas 
0-25U Commercial contract, Pittsburg, California, 
' Per Kayy. calculations „ 

Ij.250 Commercial contract 3 Freeport, Texas, 

• . . , Per Davy calculations ' : ’■ 

6372 Commercial. contract, Midland, Michigan,' 

Per Havy calculations 


§2,859,099.18 

18U,56?.00 

: 9lU,17o.OO 

798.69U.00 
«U, 756,538.00 


i9U2‘ ■ 

l i. 290 DFC — CPFF - Freepori^ Texas - 

0-25U Commercial - contract, Pittsburg, California, 

, Per Navy calculations v 

lj. 256 Commercial contract, Freeport, Texas, 1 V 

Per ilayy calculations ' \ ‘ 

6372 Commercial 'contract, Midland, Michigan, 

' . •<».. ■ ‘ Per iTavy. 'calculations. ' 1 ‘ . ■ - . 1 


• |2,178, 33U.02 

' 2i).0,975*00 

■ 2,732,195*00 

‘ 2, 362, -2 5 U ‘.00 
' • § 8 , 013 , 750.00 


Tt/trill be noted that contracts 0-25U., ¥50 and 6372 , of both years, 
were 'taken from the ifavy calculations. Contract U250, . the contract of 
Preeport, Texas, was. also carried by the Austin Conpany on their books as 
aDPC Costs Plus Ficed Fe"e contract. These are also' included; in the schedule. 
The amount of PFC contract of 19Ul was. §2,859,099.18.1' The DIP contract for 
19U2 was §2,178,33U.02. •: 

. A' photostat of the ITavy calculations appears as follows: • ;/ . 
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, 3* ^he gross profits of the Engineering Department 
and of Bliss Mill are picked up as other income 
while -tiie charges for the. use of the company 1 s ; 
own equipment, being a statistical calculation, 
are also restored to gross profit* 

TOCAtTTHATTONS a? ACCOUTRING RECORDS 
' A* EXAMINATION FOR THE TEARS 1936 THROUGH 1942s 

For the fiscal years ended December 1 31, 1941 through > 

1942, trial balances of the company* s books were prepared and traced to the 
consolidated audit reports for those years issued by ERNST and ERNST, 

Certified Public Accountants, / 

B. EXAMINATION FOR THE FISCAL TEARS ENDED DECEMBER 31, 

•, . ;■ ■ 1941 AND 1942 1 , • ; , - . ' ‘ • - '' ' . . 

. 1* Scope* of the Examination: 

Balance daeet and income account data submitted by the 
company in connection with the renegotiation proceeding was traced to the 
accounting records of the company* The segregation of sales between renegotiable ' 
and non-renegotiable business was verified by reference to contracts and 
recapitulation . sheets* Costs and -expenses were traced t6 the- accounts and the 
allocation thereof to renegotiable and non- renegotiable business checked for - , 

mathematical accuracy and the theory.’ of allocation determined* In all 
instances, the theory of allocation was found to have been reasonable and no 
important differences were noted in the mathematical computations * 

Net profit as shown by the books and renegotiation, 
data of the company was reconciled with the taxable profit as. shown by the » • . 
Federal tax returns and appropriate adjustments were made based on reconciling 
items*. Results of the Internal Revenue Service audit of the company’s tax " 
return for the years were obtained and appropriate adjustment made based thereon* ’ 

Analyses were made of various balance sheet and profit 
and loss accounts of the years under review and explanations were obtained 
concerning all transactions of a doubtful or unclear nature and, if necessary. 
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were further investigated by reference to supporting data* Adjustments 
made as a result thereof are discussed hereinafter under the caption 
’•Renegotiation Adjustments” as are the adjustments made for variances 
between costs and expenses as recorded on the books and as allowable 
for tax purposes* 

The financial position of the .company at December ‘31, 

: 1941 'and 1942 is shown by Ediibit A, which is in. comparative form, ‘Showing , 
the financial position as at the end of, each fiscal year 1936 through 1942*. 
inhibit A appears at the end of this report*; Exhibit A basically reflects 
the financial condition of the cpmpany as reflected by the books*. 

2« Results of Operations t 

The results of operations of the company for -ihe fiscal 
.year ended December 31, 1941 is as follows: 

„ .* ‘ . ,, - it * 


INVENTORY OF PROPERTY ACQUIRED AS EVIDENCE 


Cleveland Field Division 

faoii 1. 19^2 (D ate) 

Title and Character of Case CM vS* JAKES V. FCOTtRESTA I 

” Secretary of Navy, Tax Court Dpchet, 104-R 

REKSGOTIATlOg ACT 


Field Division File Number 46*763 

Bureau File Number 46«»1469g 

description of Property Being Held 
3 accounting vrorb sheets 


Date Property Acquired and Authority for Acquisition 

S/S/50 


Source from Which Property Acquired 

• SA JOHN K* BUSTER 
Location of Property 
Exhibit room 


NOT recorded" 

105 APk Yi J952 


Reason for Retention of Property and Efforts Which HaveTBeeiS Made to 
Dispose of It ^ 


MAY 13 1952 
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SAG, Cleveland (46-783) 
Director, FBI (k 6-14,692). 



April 24, 1952 


THE AUSTIN COMPANY vs. JAMES V. FORRESTAI» 
Secretary of Navy, Tax Court Docket 104-R 
RENEGOTIATION ACT \ 


The accounting work sheets presently being retained by 
your office in this matter should be forwarded to- the Bureau for 
transmittal to the Claims Division. V . . . 


' J 

. CJM;rsn;#\ 


TcXso n - ' 



Clfr y, 

Olavt n • 
Niche In 
uos*h 


trec y - 

im'bo 

M&h c 


,lVle. Rood __ ' . 

AY ii •'€> sif 


— ' ■ 'n' ' • 


COMM IFBil 

APR 2 41952 1 

MAILED 29 4 






HAIL 
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jiARCH 6, 1953 



SAG, CLEVELAND 

HtJSElN COMPANY VS SECRHnAB^ OF NAVY, ffAX ODO RS? BO CK55? NO. ONE 
ZERO POtJK DASH R* RENEGOTIATION ACT. C IVIL DIVISION ATTORNEY 
UOIF ADVISED PETITIONER'S RERRESSRTA^IVSS HAVE SUG3E3TS0 
OONfSESNCB IN WASSINOXOIT, Xft C» # PROR APRIL SIX TO APRIL EIGHT, 
HBXT. ATTORNEY VfGIR DESIRES TO KNOW 1'IH£S?HSE SA JOHN K. BUSTER 


!« ' SU 


AffiXEL iJ-SiEDlASELX REGARDING AVAli^iLBKX Sil BtfSTBB* . YOUR ORPIOR 

kill be ADVISED when conference definitely scheduled* ' ' 


( 46 - 1^92 > 


GJM : eck 



HOOVER 


if! 


it z4.>* J 5 i ■ .. ^ ' 



: ’ Ma® - 9,1953 - ; ;- 


Tolson , 
Ladd ^ 


Nichols 1_ 

Belmont _____ 

Clegg 

Glavin 

Harbo _______ 

Rosen 

Tracy 

LaugMin.-- 

Mohr 


tfimerrowd__ 

Tele. Rra 

Holloman 

Gandy 


n‘f 


ft 


. tmum tt? 
OQAVA*PBi 
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INVENTORY OF PROPERTY ACQUIRED AS EVIDENCE 


Title and Character of Case 


GtmmM b 


Field Division 


MCKm 28* 19d2. (D ate ) 

coiiPMsr vs v^fobbe stm, 
Secff» off STavy* gax Court Poefcet 

MMWWW tW nWa nav 

mOgXMOIS __J j 


Field Division File Number u 

Bureau File Number 

Description of Property Being Held 

3 accounting • sheets 



Date Property Acquired and Authority for Acquisiti^, 




C/^ 




Source from Which Property Acquired 

BA J0m K* BtTSSER 


Location of Property 

Exhibit Room 

Reason for Retention of Property and Efforts Which Have Been Made to 
Dispose of It 

..to Be held ffon evi&mee until completion off oage* // 

Itofle i M:M 
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’ST^JDARD FORM NO. M 


Office Memofandum 


M 


• UNITED ST.M3S GOVERNMENT 


TO 


' DIRECTOR, FBI 


DATE: 


July 28, 1952 


from. : 


SAC, WO (1*6-0) 


SUBJECT: 


RENEGOTIATION CASES 


4 


The following renegotiation cases are presently pending in the 
files of the Washington Field Office. 

These are cases which have been referred to the Bureau by the 
Department of Justice for investigation, but which have not been 
disposed of by the United States Tax Court. 

The docket of the Clerk, United States Tax Court is checked 
monthly by WO for all of the pending cases, which are as follows: 


B 


TIT IE 

Acme Steel Company 

The Alliance Brass and Bronze Company 
The Alliance Brass and Bronze Company 
Anderson Engineering Company j Inc. 
Andover Motors Corporation 
The^Ajiaiin-Company 

Barlow and Seelig Manufacturing. Company 


DOCKET NUMBER 
282-S80-760-R 

633-R 

829-R 

731-R 

869-R 

I 0 I 4 .-R 

787-R 


WFO NUMBER 


1 * 6-2328 

1*6-181*7 

. 1 * 6-2298 

1*6-21(1)2 

li6“25ll) 

1*6-1929 

1 * 6-2229 


(A) 


m mam verna mm 1 own 


/ 

The Bayer Company 

706 -R 

If6-'l88l4 

W. T., D. Eo, and Partners,' 

. _ 

\ 

d/b/a Bittner Associates 

391*-R 

1*6-2187 

1*6-2193 

Birmingham Ornamental Company 

690-R 

Brevets Aero-Macaniques S. A. Company 

36l-l*09-735-R 

1*6-221)1*' 

1*6-W 

Enea Bossi and Walter Lyon, Et A1 

766-R 

E. C„ Brown Company 

77-R 

1*6-2160. 

1 




Cannon Manufacturing Corporation 

859-860-R 

1 * 6 - 23 1*8 

Cadillac Tool and Die Company 

827 -R 

1*6-21*91 

Cadillac Tool and Die Company 

829-R 

1*6-21*90 

Catalyst Research Corporation 

891-R 

1*6-21*71* / 

Cardinals Warehousing Corporation 

723-R' 

146-2066 i 

Columbus Wood Preserving Company 

877-R 

1*6-21*31* i 

Mo Jo Corboy Company 

602-627-R 

1*6-211*1 

Coat Corporation of America 

969-R 

1*6-1996 N, 

% 

j//o 

<? 


EJAjRCH 


vs 


V 


% 


KO'i 

143 AUG 


1 


* 


& 






Vi 


0 1 
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TITLE 

DOCKET NUMBER 

WFO NUMBER 

c' 

Coat Corporation of America 

705-797-R 

16-2392 


Consolidated Radio Products Company 

623 -It 

16-2229 


Coastline Manufacturing Corporation 

791-R 

16-2186 


Helene Curtis Industries, Inc. 

888-R 

16-2155 

D 

Dant and Dant of Kentucky, Et A1 

511-R 

i 4 . 6 - 2 l 4 .O 8 


Davenport Manufacturing Company 

863 - 86 I-R 

16-2288 


Detroit Steel Corporation 

650-697-R 

16-2155 


Detroit Steel Corporation 

286-R 

16-1525 

E 

The Ebco Manufacturing Company, Et A1 

589-R 

16-1632 


The Edward Valve and Manufacturing Company 

308-R 

16-lHl 


1 



1 


Edward Valves, Inc. 

813 - 8 H-R 

ii 6 — 2139 


Erie Basin Metal Products Inc. 

558-R 

16-2336 


Eversharp, Inc. 


777-R 

16-2056 


Excelsior Mills 


201-R 

16-2289 

F 

Ferro Company Corporation 

550-R 

16-2523 


Ferris Instrument Corporation 

273-326-R 

16-2215 


The Finnie Company 

665 -R 

16-2110 


Fischer-Kimsev 


607-608-R 

)i6~2^QQ 

G 



General Hardwood Sales Company 



H 



(Wood Specialties Co*) 

801-R * 

16-2231 


Hanlon-V/aters , Inc. 

531-727-R 

' 16-1506 


H. M. Harper Comoa 
(Philip Machine Sh 

JXE 

op) 

513 -R 

166-610-R 

14 . 6 — 2 13 7 
16 -20614 



(Volcanic Specialties Co.) 

828 -R 

16-2257 



(Volcanic Specialties Co.) 63i*-R 

16-2099 


Hooker Electro Chemical Company 

151-663-795-R 

16-1611 

I 

The Ingersoll Milling Machine Company 

216 -I 63 -R 

16-1761 


Iverson and Laux. 

lac. 

299-R 

16-2208 

J 


|(Lamao n and Company) 

730-R 

16-2110 


JolartrHetal Products Company 

855-R 

16-2332 


Joliet Industrials 

, Inc. 

821-R .. 

16-2270 


Joliet Chemicals, 

Inc. 

820-R 

16-2269 


Joliet Chemicals, 

Ltd. 

818-R 

16-2265 


Jowein, Inc. 


765-R 

16-2010 

L 

LaGrand Industrial Supply Company 

659-R 

16-1751 


Louisville Bridge and Iron Company 

,3o6-6l5-R 

16-1807 


« 2 ~ 


b6 

b7C 


b6 

b7C 


b6 

b7C 
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TITLE 

DOCKET NUMBER 

Rename tal Company 

900-R 

Kennametal, Inc 0 

1*82 -R 

Keystone Carbon Company 

71*3 -R 

Magazine Repeating Raxor Company 

619-R 

Maguire Industries, Inc. 

885-886-R 

Marine Manufacturing and Supply Company 

61*2 -R 

Mathews Cotton Mill 

756-R 

Mathews Cotton Mill 

807-R 

Mattison Machine Works 

135-l*7i*~R 

M & R Products, Inc „ 

753 -R 

Metal Parts Corporation 

771-R 

Metal Parts Manufacturing Comoanv 

816-817-R 


[ 


Monroe Ordnance, Inc, 


72 li -76 fi- R 


Wo Ko McDonough Company 
N I (Jolliet Chemicals, Ltd) 


National Electric Welding Machine Go. 
National Electric Welding Machines Co„ 
Norfolk Tent and Awning Supply Company 
Northwest Automatic Products Corporation 
Northwest Automatic Products Corporation 
Pacific Chain and Manufacturing Company 
Pacific-Atlantic Steamship Company 
Palmer-Bee Company 
Park Bloomington, Inc. 

Park Sherman Company 
Park Sherman Company 
I I (Island Machine 

Tool Company) 

Peninsula Iron and Machine Works 
Perry Metal Products Company 
Perry Metal Products Company 
Pick Manufacturing Company 
Plant Maintenance Corporation 
Pomona Aircraft Company 
Pomona Aircarft Company, Et A1 
Portland-Pacific Company, Et A1 
Procelain Steels, Inc, 


WFO NUMBER 


1 * 6-2568 

1 * 6-2291 

1*6-2179 

1 * 6 - 171*6 

1*6-21*92 

1*6-1930 

1*6-2051* 

1*6-211*5 

1 * 6 - 211 * 1 * 

1 * 6—2086 

1*6-2226 

)i 6- 2 2 /i9 


)i6-?072 


(A) 


252 -R 

1*6-2252 

819-R 

1*6-2267 

166-R 

1*6-11*51 

1*53 -R 

1*6-2331 

775-R 

1*6-2271 

799-R 

1*6-2239 

798-R 

1*6-2235 

83 1-83 2 -R 

1*6-2219 

871-R 

1*6-2331* 

898-R 

1*6-21*89 

699-R 

1*6-2389 

707 -R 

1*6-2388 

698-R 

1*6-2387 

750-R 

1*6-2290 

830-R 

1*6-2220 

857-R 

1*6-2333 

856 -R 

1*6-2323 

717-718-R 

1*6-2120 

876-R 

1*6-21*27 

793 -R 

1*6-2262 

810-R . 

1*6-2263 

833-831* -R 

1*6-2218 

1*30-R 

1*6-11*39 


b6 

b7C 


b6 

b7C 
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TITLE 

DOCKET NUMBER 

WO NUMBER 


Rainwear, Inc. 

Regal Chemical Corporation 
Remington Arms Company- 
Robersonville Tent Company 

W. A . Rushlight. Comnanv 

70l*-R 
889-890-R 
538-R * 

773-R 

)i9-7. liPfi—T? 

1*6-2390 

I 4 . 6 ~ 2 i 4.83 

1*6-1809 

U 6-2268 

)■£-.! AnQ 


b6 

scanaia manufacturing company 

Joseph E. Seagram and Sons, Inc., Et A1 

The Sebastian Lathe Company 

77o^R 

S93-R 

769-770-R 

1*6-2091* 

1*6-21*09 

1*6-2380 

b7C 


b6 

b7C 

Shanaman Brothers 
Shanaman Brothers 

W. A. Sheaffer Pen Company 

6^-R 

875-R 

7l)i-R 

1*6-171*7 

1*6-21*28 

).6~9T39 

b6 


b7C 

Simpson Steel Company, Et A1 
Simpson Steel Company, Et A1 
Simpson Steel Company 

79i*~R 

839-R 

676-R 

1*6-2 261* 
1*6-2261 

L6=2BB2 

— b6 





H. A. B. Sneve Company 

3l*>R 

1*6-2371 


Southern Fireproofing Company 

901-R 

1*6-2600 


South Hill Tent Oompany, Inc. 

77l*-R 

1*6-2260 


Standard Machinery Company 

805-R 

1*6-2231 


States Steamship Company 

872-R 

1*6-232? 


Stoner Manufacturing Corporation 

370-R 

1*6-1529 


Stoner Manufacturing Corporation 

80-R 

1*6-1528 


D. A. Stuart Oil Company, Ltd. • 

1*81*-1*93-702-r 

1*6-2126 


Tarboro Tent Company 

776-R 

1*6-2266 


Thrift Packing Company 

681*-r 

1*6-2065 


Thomas Flexible Coupling Company 

2£>6-338-639-R 

1*6-1571* 


Tidewater Foundation Corrmanv 

191 -R 

L6-2QL& 

V 



U United Metal Craft Company 

866 -R 

1*6-2361* 

United Metal Craft Company 

867 -R 

1*6-2363 

U. So Cartridge Company 

1*70-7 16-R 

1*6-1775 

V The Van Dorn Iron Works Company 

lill-R 

1*6-1578 

Van Dorn Iron Works 

133-R 

1*6-2070 

Van Dorn Iron Works 

7l*l*~R 

1*6-2071 


b6 

b7C 
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FEDERAL BUREAU OF INVESTIGATION 
UNITED STATES DEPART®ENT OF JUSTICE 


7Y?~ w.i... 




>1 






Transmit the following Teletype message to: BUREAU 

^DIRECT®, FBI (46-14692) 3-10-S3 

SAC, CLEVELAND URGENT 

o ■ . . 

AUSTIN CQMPANYJV S SECRETARY OF NAVY, TAX COURT DOCKET NO. ONE. ZERO FOUR 

— £ ■ ' 

D ASHER, R ENEGOTIATION ACT. REBU AIRTEL MARCH SIX, LAST. SA JOHN K. 

BUSTER SUBPOENAED FOR TRIAL IN LOUISVILLE, KY. SCHEDULED TO BEGIN APR! 
ONE, NEXT VfflICH MY EXTEND THROUGH APRIL SIX. SUGGEST CONFERENCE WITH 
DEPARTMENTAL ATTORNEY JOHN WOLF BE SCHEDULED ON OR AFTER APRIL EIGHT, 
NEXT. 






MC CABE 

END 

ECKjrlk 



Approved: Sent M Per 


Special Agent in Charge 


STATES EEPARTMENT OF &jsTXCA *•* .*• 


$Ql COMMUNICATIONS SECTION 


* APRIL 1, 19 £3 


AIRTEL 


^3>S^ Transmit the following message to: ■■ ltf _ 4 „„ 

& <-](;-/ q (f if 34 SAC, CLrJVELAHD MAIL 

> f THE AUSTIN COMPANY VS . SECRETARY OP THE NAVY, TAX COURT DOCKET 

i ; ' , „ 

J NUMBER ONE NAUGHT POUR R, RENEGOTIATION ACT, REURAIRTEL MARCH 
TEN- LAST. CIVIL DIVISION REQUESTS THAT 3A JOHN K, BUSTER 
REPORT TO WASHINGTON, D, C, , TEN A.K., APRIL NINE NEXT FOR 
CONFERENCES, CIVIL DIVISION BELIEVES SA BUSTER’S PRESENCE 
DILL BE NEGESSARY UNTIL AND INCLUDING APRIL FOURTEEN NEXT. • I 
S A BUSTER SHOULD REPORT TO ROOM FOUR SEVEN ONE; TWO; BUREAU,; 
PRIOR TO CONFERENCE, . SUAIRTEL IMMEDIATELY RE AVAILABILITY 


SA BUSTER, 


lj.6~ll.692 

CJMjsaljJ 


HOOVER. 


NOTE: This case ’.involves a suit- in .the U. S. Ta£ Court seeking ‘re- 

■ determination of excessive profits in the amount of ' . 

' ; !• #2,1.00,000. SA John Buster ofithe' Cleveland’ Office ! \ ' 

. \ conducted an accounting investigation » in this case. . ' ' / 
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UNITED STATES 
DEPARTMENT OF JUSTICE 

WASHINGTON 25, D. C. 

March 25, 1953 


MEMORANDUM: EOR MR. J. EDGAR HOOVER * 
DIRECTOR. EEDERAL BUREAU OF INVESTIGATION 

o 

Re: The Austin Company v. Secretary 

of the Navyj Tax Court Docket 
No . 104-R • 


Mr. T^lson . 

Mr. Ladd_ 

Mr. Nichols _ 

Mr. Belmont 

Mr. Clegg 

Mr. GIavm„„ 

Mr. Harbo.™ 

Mr. Resen 

Mr. Tracy 

Mr. Gearty 

Mr. Mohr. 

Mr. Wi at err owe 

Tele, Room, 

Mr. Hulloman 

Mr. Sizoo„ 

Miss Gandy 




A conference has be'tn scheduled -with the contractor j a attorney t 

in the ahcra-cnt^tlari case in the office of OUT I 1 1 

for the morning of Hie purpose of the conference is 

to draft a stipulation for presentation to the Tax Court at the trial 
of the above case in July 1953. The excessive profits involved total 
$ 2 , 400 , 000 . 

It is requested that Special Agent John Buster of your Cleveland 
office be authorized to attend the above conference since numerous 
accounting adjustments made by Special Agent Buster in his examination 
of petitioner^ books mil largely be the subject matter of the con- 
ference. Since at least several days of preparation mil be required 
for th e conference it is requ ested that Special Agent Buster report 
t o our I | in Room 3134 at 10 $00 A.M. on the morning , 

oi l I It i s believed th at Mr. BusterJ^^ ej;3fe&ft§J^^^g^ 

require'#" to and' "'IncSu^ng^A^^l 14. 1953 ♦ . 



copy destroyed 

197'IWav 6 1970 



AWll 9, 1953 AIRTRL 

HAIR 

sag-, CLEVELAND 

<46-783} 


,c<^ v «HE ^Ir&ahi or the nave* tax court docket 

• NO.' ICAR, I^MCTlATI ON A$T V REUR AIBTEL ABRIL BIX LAST. CIVIL 
DIVISION REQUESTS SA JOHN K. BUSIER REPORT WASHINGTON, B, 0. 


« 0 > 


M-'C <? 



10:00 A, K. APRIL -l6 NEXT FOR CONFERENCES. CIVIL DIVISION 
RELIEVES SA BUSIER *S PRESENCE. RILL BE USCESSARX UNTIL AND ? 



INCLUDING APRIL Si NEXT. , SA RUTTER SEGtTLD REPORT ROOM 4?l£, 
. BUREAU, PRIOR TO CONFERENCE. SIITSL IRHEDIATELX* IN EVENT BA 
BtlSTBR NOT AVAILABLE, : ' 


CJMjMah’ 



GC: Mr. Glavin, 


HOOVER 




This case involves a suit .in the U. S. Tax Court seeking re- 
''determination of ” excessive profits in the amount of $2, 400,000., ;■ 

SA John Buster of the Cleveland Office conducted an accounting . 
investigation. By memo ‘3-25-53* Civil Division previously 
; requested tRat SA Buster report to Washington on April 9 » 1953* . 
By air tel dated 4-6-53 -Cleveland advised SA Buster was tied up 
oh a trial in Owen sboro, Ky, and woul d not be available before • 
4-13-53 . ' Attorney I I Civil ‘ Division now 

■ ...requests that SA. Buster report to Washington on 4-16-53.. .This 
; \ ' request wa f s made On. 4 W 9 , '53*- " - '• . : 




FEDERAL BUREAU OF INVESTIGATION 
UNITED STATES DEPARTMENT OF JUSTICE 



Transmit the following Teletype message to: BUREAU 

FEE'T CLEVELAND ij-6-53 


IRECTOR, FBI 


I Mr. Le v: 

i'T h Er* tl 

Mr. j] 

T-lr. ^ 

vm .. y 

£: t' 

3 

J, b >~ 1 

r , I £ „ ,y»Y^ ^ | 


THE AUSTIN CO. VS. SECRETARY OF THE NAVY, TAX COUR Wikk'l 1 ■ 

P*' SL/ J \^V n — 

NO. ONE NAUGHT ..FOUR Rj RENEGOTIATION ACT. REURAIRTEIT APRIL 
FTRST, FIFTTTHREE. SA JOHN K. BUSTER NECESSARY WITNESS \ 


TRIAL OF 


WEDNESDAY, 

FOR PERIOD 2 OR 3 DAYS AND WILL NOT BE AVAIL* 


ABLE TO REPORT WASHINGTON BEFORE MONDAY,- APRIL 13 . ADVISE. 


END. 


CAH- jme 

¥>-783 


MC CABE 




< 2 >e / 



Approved 


; 


recorded - 22 


<• -V i-jy , 




Special Agent in Charge 


A 



r— 

.1 V* 




. r ■')>.. 


. ■sajjgy *. w *■?*'. -J 

• : ■ 


SAC, Cleveland 

t* 


>7 QPn^t, ,~ n ■ «&=>, - ~ 

'jj «tGO%/tD y ^|>Irec toi? FBI' (46-14692) 


RENEGOTIATION ACT 



Hay 1, 1953^- 

'-mi 

THE AUSTIN COMPANY V. - SECRETARY OF THE NAVY; 

TAX GOURT SOCKET HO. 10l}.-R &*9**~> 


- - There is being enclosed herewith. for each office 
one copy . of a self-explanatory memorandum dated April 28, . . 

1953>; from Assis taut Attorney General Barren B. Burger. 

The enclosures referred to in Hr. Burger* s memorandum are 
bein^ transmitted to the Cleveland Office under separate . 
cover by railway express. 

The Bureau desires that the Cleveland Of flee ' • 
give this matter immediate and continuous . .attention, and 
promptly spt forth any necessary leads for auxiliary offices. 
Inasmuch as the case is presently set' for trial before a 
division pf the Tax G ourt in Cleyeland? Ohio," beginning 
July 6/ 1953* the Bureau.. desires that. the. entire investigation 
In this matter be completed no later than June 15? 1953* '■ > 

The Bureau and Washington Field- Office should be/ 
informed of the nature of the leads being set forth for . J 
auxiliary offices and all auxiliary off ices, should be 
instructed by the Cleveland Office to submit reports in , 
this matter to the Bureau by routing slip for the attention 
of the Investigative Division, Accounting and Fraud Section* 

c / As requested by the Civil Division, the Bureau 

shoul.d~.be 'informed When the contracts have been assembled 
in order that the Civil hi vision may be advised of this, 

, fact in the event they deem it advisable to have a Department 
. \ • ,'nt.torney analyze the; contractsv • - : ’/.*•< 

cc^^Washington Field, with er^j2$!$yl£|^- — - - 
Tolson _cdM-Fackage (RAILWAY EXPRESS) • " .. . 

Ladd 1 - '* * 

Nichols. 

Belmont. 

Clegg — 

Glavin— 


INOTE:- -The enclosures being farwarae a Cleveland under separate 
: - cover have been' ' sent. £q the Supply Room for -f orwarding- 

• - ,toCleveland.‘ • - - ' r v ' 1 


Hacbc 
Rosea 

- l?Z— CJHiige 

Mohr' * * 

Winterrowd — ' 

Tele. Room — 

Holloman 

Sizoo — : 

Miss Gandy — 


L 
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STANI^RD FORM NO. 64 


Office MemMMdum • 


UNITED ST. 




GOVERNMENT 


TO 


PROM 


SUBJECT : 


.CV 


Mr. J. Edgar Hoover, Director 
Federal Bureau of Investigation 

barren E. Burger, Assistant Attorney Genera/^ 
Civil Division \ 

O v 

The Austin Company v. Secretary of the Navyj 
Tax Court Docket No. 104-R. 


DATE: April 28, 1953 



WEBsJBP 

152-104 







At a conference held in Washington on April 20, 1953 between 
counsel for the co ntractor T one of their vice presidents, our Mr* 

and Special Agent John K. Buster of your Cleveland 


b6 

b7C 



office, it was agreed that considerable further investigation of the 
contractor's records was necessary in order to ascertain facts for 
the purpose of properly preparing a stipulation of facts for the Tax 
Court in the trial of this renegotiation case. The case is presently 
set for trial before a division of the Tax Court in Cleveland, Ohi 
on a calendar beginning July 6, 1953* 

The case involves a petition filed in the Tax Court by the 
Austin Company, of Cleveland, Ohio, for a redetermination of their 
excessive profits totalling §2,400,000 for their fiscal years 1941 
and 1942. The -’contracts were fixed price, cost-plus-a-fixed-fee, 
guaranteed maximum and cost plus a percentage of costs contracts 
under Defense Plant Corporation contracts, prime contracts with the? 

Army and the Navy, and subcontracts under prime contracts with these 
Departments. The Austin Company constructed defense and industrial 
plants of a value of approximately $300,000,000 in 1941 and 1942. 

In its operations the contractor produced structural steel in its 
division known as "Bliss Mill" . This steel was used in the perform- 
ance of its fixed price and cost-plus-fixed-fee contracts and apparently 
was charged, in the case of the cost plus contracts, to reimbursable 
costs at a price of approximately $123 per ton. This figure included 
a profit element. Similarly, costs representing charges for use of 
company owned equipment and engineering services rendered included a 
profit element charged to reimbursable costs in excess of actual costs. 

A like situation may have prevailed in charging as perishable, non- 
capitalized tool costs an amount in excess of actual depreciation and 
other applicable costs. In the case of cost-plus-a— fixed-fee contracts 
it is not known whether* the contract provisions permitted the inclusion 
in reimbursable costs of the profit element described above. In a trial 
of this case the Department will probably argue that where the contr acts 
did not so provide, the entire added profit is excessive and if the 
contracts did so provide, that some of the profits charged were unr e ason-^^ 
able and, to that extent, were excessive. Since the reimbursable costs. 
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oh cost-plus— fixed-fee contracts approximate $250,000,000 for the years 
1941 and 1942 this question may be of considerable importance in the 
trial of this case. For this reason it is requested that all of the 
contractor's contracts, including fixed price, cost-plus— fixed— fee and 
others be examined to determine "whether the profit above described "was 
properly included in costs "within the meaning ofthe applicable provis- 
ions of the contracts. Mr. Gilmore, Vice President of the Austin Com- 
pany, has agreed to make these contracts available for analysis* It 
is further requested that Mr* Buster advise this office when the con- 
tracts have been assembled in the event that an analysis by the Depart- 
ment attorney to whom the case is assigned is considered advisable. 

There are described below several schedules which should be pre- 
pared for use in the proposed stipulation to the lax Court. In all of 
the requested schedules the costs should be broken down to include each 
separate item of cost usually set forth in the cost of sales and cost of 
Goods Sold elements of a profit and loss statement* inhere cost figures 
involve Bliss Mill operations, engineering service costs, company owned 
equipment rental charges and perishable tool charges only the actually 
incurred costs should be included in the schedules and the profit 
element described above should be shown separately on a schedule supple- 
mental to the primary schedule involved. It is not expected that the 
contractor will agree to the disallowance of any of these profits as 
unreasonable costs • 

In the schedules requested below, figures pertaining to cost-plus— 
fixed-fee contracts and cost-plus-a-percentage- of-cost contracts should 
be shown only as costs and fees and should not be totaled to represent 
"sales” figures. 

There is set forth below the requested information and schedules 
which will be necessary for the proper preparation of this case for trial. 

1. The contractor's Vice President, Mr. Gilmore, will make avail- 
able a list of approximately 26 contracts (along with the pertinent 
"Plancor" n um bers) which were executed by the contractor and Defense 
Plant Corporation and/or industrial concerns acting as agents for DPC. 
Counsel agree that all business secured from these contracts is subject 
to renegotiation where final payment was made after April 28, 1942, 
subject to counsel's reservation of a constitutional question. It is 
requested that a preliminary report be submitted as soon as possible 
showing, for each of the approximately 26 DPC contracts the name of the 
prime contractor with whom the Austin Company contracted, the prime 
contract n umb er (if signed by DPC), the "Placor" number, a brief des- 
cription of the plant and facilities constructed and the location 
thereof. In the final report, the DPC receipts, accruals and profits 
should be shown as follows for each o f the fiscal years 1941 &nd 1942 i 
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a* Fixed Price DPC Contracts 

Sales, costs and profits shoYfing DPC contracts on vjhich final 
payment Y/as made before April 28, 1942* Sales, costs and profits 
for 1941 and 1942 from DPC fixed price contracts where final pay- 
ment was made on or after April 28, 1942 and before July 1, 1943 « 

Sales, costs and profits for 1941 and 1942 from DPC fixed price con- 
tracts where final payment was made on or after July 1, 1943 • 

i 

b. Cost-Plus-A-Fixed-Fee DPC Contracts 

The same information requested above for fixed price DPC con- 
tracts should be shown for CPFF contracts except that the schedules 
should show properly reimbursable costs (see discussion above re show- 
ing questionable "Bliss Hill" etc. profits as costs) and the fees 
derived therefrom. 

2. The contractor maintains that prime contract NQy-4210 dated 
July 11, 1940 is a severable contract and that the approximately 
eleven supplementary agreements executed under Contract UQy— 4210 are 
act ually individual contracts. Total costs and fees under this con- 
tract were approximately $70,000,000. It is therefore requested that 
a schedule be prepared showing the "properly reimbursable costs" plus 
the fixed fees involved for the years 1941 nnd 1942 derived from each 

• supplement and under the contract as originally executed. The date 
of final payment should be shown for t he work performed on each supple- 
ment and under the contract as originally executed. A consolidated 
schedule should then be prepared showing the costs and fees under each 
supplement and/or the original contract for the years 1941 and 1942 
where final payment was made before April 28, 1942 and where final 
payment was made on or after April 28, 1942. 

3. A separate schedule should be prepared showing the sales, 
costs and profits for 1941 and 1942 on all fixed price prime contracts 
between the Austin Company and Departments of the Government named in 
the Renegotiation Act (exclusive of DPC provided for above) with a 
segregation for 1941 and 1942 between contracts on which final payment 
was made before April 28, 1942 and on which final payment was made on 
or after April 28, 1942. 

4. The Austin Company entered into numerous fixed price and 
cost-plus-fixed-fee contracts in 1940-1-2 with private corporations 
for the construction of buildings and facilities. Mr. Gilmore has 
agreed to make available for FBI examination copies of these contracts, 
their supplements and change orders. All such contracts should be 
considered nonrenegotiable if final payment thereunder was made to 

the Austin Company before April 28, 1942. TShere final payment was 
made on or after April 28, 1952, an examination should be made of each 
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of the contracts involved to determine whether , under its terms, 
title to the plant and facilities was to be in the Government 
im m ediately or ultimately. If -so, all receipts and accruals or fees 
thereunder should be considered entirely renegotiable, unless the 
contract, by its terms, is specifically exempted from renegotiation. 

If title is not to be in the Government immediately or ultimately the 
receipts, accruals and attendant sales costs and profits and/ or fees 
should be segregated between (1) those attributable to construction 
of the building itself and all utilities, piping, elevators, heating, 
lighting, air-conditioning and like installations which by their 
nature do not pertain to the- production or manufacture of the products 
for which the building was constructed (all of which should be listed 
as nonrenegotiable) and (2) the receipts etc. which are attributable 
to machinery and equipment such as vats, assembly lines, cranes, ramps, 
jigs etc. installed in the building primarily for use in connection 
with the production and manufacture of the products for which the plant 
was designed, constructed- and used. In the case of this latter group 
(No. 2) a preliminary report should be submitted shoeing the figures 
requested for 1941 and 1942 in totals by contract for each prime con- 
tractor involved, and the date of completion of each prime contract set 
forth. An attempt will then be made by this office to determine the 
percentage of renegotiability by reference to the appropriate records 
of the War Contracts Price Adjustment Board pertaining to the renego- 
tiation of the prime contractors. 

5* Mr. Gilmore has agreed to make available for FBI examination 
all pertinent books and records in order to determine the approximate 
amount of the business for 1941 and 1942 which was subcontracted to 
others. A possible typical source of this information may be the 
Cleveland, Ohio, Held office records of the Austin Company. It is 
requested that appropriate records be examined in Cleveland and, if 
necessary, in the various Austin branch offices, to determine the 
amount of subcontracting and that, in the preparation of the various 
schedules requested herein, the amount of subcontracting be shown 
separately as an item of cost. 

There is forwarded herewith pertinent files of the Navy Price 
Adjustment Board which will be helpful to your accountants in their 
further investigation. 


Enc. No. 187156 
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Office Memorandum • united states government 


!i ! Director, PBI (46-14692) 



DATE: May 25 , 1955 





OM * SAC, Cleveland (46-783) 

jQ, 


SUBJECT: qjhE jMJSIIN COMPANY v. SECRETARY 

OP THE NAVY; TAX COURT D_0£gET HO — 104--.R 
HEBE 60 TI AT I OH ACT 


ReBulet 5-1-53, and enclosed report. 

There are enclosed herewith four copies of the 
report of SA JOHN K. BUSTER, dated 5-25-53* 


The contracts referred to in Departmental memorandum, 
dated April 28, 1953, have been reviewed and assembled 
and are available for an examination by Departmental 
attorn^ & . 

> 

The agents conducting this investigation are presently 
surveying the Cleveland District Piles. This phase of 
the investigation must be completed in order to intelligently 
set forth leads and instructions to auxiliary offices. 



Por the information of the Bureau, The Austin Company’s 
headquarters are located in East Cleveland, Ohio. They 
operate the following District Offices, which maintain 
1 the original accounting data: 


b6 

b7C 


Cleveland 
Hew York 
Detro it 
Seattle 


Chicago 

Houston 

Oakland 


In the event the sub -contracting (set forth later 
in memo) must be checked in detail, it would entail 
setting forth leads to the Bureau Pie Id Offices, encompasing 
the Austin District Offices, to gather this data. 

The method of accounting used by the Austin Company 
is such that all details are kept in the District 
Offices, while the summaries are contained on work sheets 
in the Cleveland Office . 




Director , FBI 

The total sales of Petitioner for the years 1941 
and 1942 approximate $300,000,000.. The greater percentage 
of these sales are on a fee "basis, i.e., c os t-plns-a -fixed- 
fee, guaranteed maximum, and cost plus a percentage of , 
costs 

There is contained in this total of $300, 000 ,000., 
an amount that is sub-contracted on every job , such as 
glazing, painting and decorating , sheet metal and duck 
work, roofing; plumbing, /etc . , “ 

• likewise if condition warrant, some of the excavating 
and labor would be sub -? contracted. ’ , • ' 

The Department in defending the action and determination 
of the Davy Price Adjustment Board is contemplating 
challenging the . contractor,, that the fees paid and the 
resulting; excessive, profit is too high. That because a 
good deal of the work was , sub- contracted, tie total sales 1 ; 
figure does not represent in its entirety the Austin »•./** 

Company' s skill - and ingenuity/' > " : . -- • 

Therefore the/ Departmental attorney handling this 
case has instructed that the exact amount of sub- contracting 
be determined. '* _ / ■> . -• 

Because of the- type of accounting system used by ‘ ; 
construction engineers and designers, which has been in 
. use for years' and which /they have fpuhd successful, in 
"'•order, to ascertain .the sub- contracting accurately., it .'has 
been estimated, , and this- is due to the in system as set 
forth above, that 500 agent . days would be required. 

This estimate was. made by the reporting Agents hf ter 
a careful survey and .with the help of Mr . GIIMOEE , who ... 
formerly worked for the CPA firm of Ernst and Ernst and 
is ' now :a Y ic e -President of the ' Anstin Company . ' - ; '/ 

. ' It is suggested that the Department be- advised of 
the magnitude of the task involved . It is believed that / 
a conference with the Departmental attorney handling this 
case would in all probability result in a revision or 
elimination of much of the data requested by the Depart- . 
ment. ' 


X 


Director; FBI 


It is pointed out for the .inf or nation of -the Bureau 
that SA iBBSIBR, ;,who is how a. 'Resident Agent at , Toledo , . 
Ohio, cd ; nducted considerable -accounting investigation in - 
this case in 1949 and is familiar -with the accounting . 
record of - the Austin Company'. Bor this reason and in 
order to expedite this investigation .SA BUSIER has been 
assigned this case .as a special in Cleveland, headquarters 
city, and the necessary 'additional accounting - personnel 
Will be. made* available in order to complete thia investi- 
gation at the earliest possible,, 'date ‘‘ , ‘ 
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FEDERAL BUREAU OF INVESTIGATION 


Form No. X 

THIS CASE OR,G.NATED AT WASHINGTON PIE ED 


REPORT MADE AT 

CIEVEIAKD 

DATE WHEN 
MADE 

5/25/5! 

PERIOD FOR WHICH MADE 

5/11-21/53 ' 

REPORT MADE BY 

JOHN K. BUSTER lvh 

jfTITLE 



.CHARACTER OF CASE . > 

►- THE AUSTIN COMPANY v. SECRETARY . 01 THE 

- 

' NAYY; TAX COURT DOCKET NO. 104 -R 

RENEGOTIATION ACT 




TWO -WEEK REPORT 



This investigat ion' is predicated upon Bureau letter jh 
dated May 1, 1955, with acc.ompaning- memorandum from • - 

Assistant Attorney General WARRE3TE. BURGEE, setting forth. h N ‘* ! 

in_ detail the investigation desired. . ' * <’ ' ■. - v ■ 

* 

All contracts held hy the Petitioner during the 
ears 1941 and 1942 have been assembled* ■. ■ " 

: In regard to Ravy contract' 10Y-4210, the contract 
1 has been located in Cleveland, howe ver, the accountin g data 




ooFsr 

is?: 


lhas 


, is in the Seattle District Office. 

f ,r written to the Austin Company, Seattle District Office, re- 
^questing them to advise him as" to what sis available in these • 
records * , - ' ' 1 , ... 


b6 
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If. 


~h 3 o 


nn r\ 


tract is now assigned to the Cleveland Office, 
was interviewed, concerning his recollection as to what • 
records were maintained. - He stated that separate costs 
were maintained -on each joh site. He also stated that he 
thought that a summary was prepared at the conclusion of 
jeach job. ' • - - , . . 'i ' • - ' 1 " - • • 

' Investigation to date has been mainly assembling 
yarious contracts.' Also reviewing, the DPC contracts. 


b7C 
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gAV 6 $70 As : requested in the Departmental- memorandum , the 
** 26 DPC contracts' have been reviewed. The requested' information 

• ■ / : EMCLOSURE / ' . 


APPROVED AND ^ * * \ yf, SPECIAL AGENT 

FORWARDED; f A Mi " CHARGE 


DO NOT WRITE IN THESE SPACES 


u 


TT 


L ) v . ■ A A: 


COPIES OF’ THIS REPORT / 


4-Bureau (46-14692) (Enc.) 
2-Washington Held 
2-Cleveland (46-783) 

' . .. 

’ 




;Uy \{i/ nj 


lihl:-: 



ML 
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PROPERTY OF FBI— 'THIS CONFIDEKTIAL^REPORT AND ITS CONTENTS ARE LOANED TO YOU BY^THE FBI AND ARE NOT TO BE DISTRIBUTED OUTSIDE OF 
AGENCY TO WHICH LOANED, ‘ 

☆ U. S. GOVERNMENTPRINTING OFFICE; 1952-0-21 0616 10-59255-2 








CV. E. o. 
46-783 


is submitted as an enclosure with this report for trans- , . '• 
mittal to the Department . ’ . / • 


iUhe investigation presently in progress is the 
surveying of the commercial contracts in the Cleveland 
District Office in order to ascertain what information is 
available regarding process equipment and sub-contracting, 
and the' preparation of, the various schedules as requested 
by the Department. V ' i 


_f^_inVestigation is beirig ; conducted by SA (A) - b6 * 
— ~hnd the reporting Agent., - ’ - b7c 


It is estimated that 120 agent days will be necessary .., 
in order to complete the Cleveland, phase, of this investigation* 


DISCLOSURE SO BUREAU: list DPC Contracts.' 






<CV. F. 0. 

46-783 - 

EBIEREPTCE: . Bureau letter., 5-1-53. 



■ 


Assistant Attorney General 
Warren. B. Burger 

Director, FBI .. , , , rt , 

RECORDED - 67 V 4 : 6 " i1, ' 692) 


June Ui 1953 


THE' ABBOT COMPANY v, 


bbgh: 


of 


/<-- 


THE MVXj TAX COURT DOCKET WO. 10lj.-R 
RMEGOTIAOTK ACT 


Reference is made to your memorandum dated April 28, 
1953* and to the report of Special Agent John R* Buster, dated 
May 25, 1953, at Cleveland, Ohio, in the above-captioned matter. 
Your memorandum dated April 20, 1953, requests that appropriate 
records be examined in Cleveland and, if necessary, in the various 
Austin branch offices to determine the amount of subcontracting 
and that the amount of subcontracting be shown separately, as an 
item of cost in the schedules to be prepared in this case. 


Our Cleveland Office has advised that, because of the 
type of accounting system used by construction engineers and 
designers, it has been estimated that it will require 5Q0 agent 
days to ascertain the amount of subcontracting* This estimate 
was made by agents of our Cleveland Office after a' careful survey 
and with the help of Mr. Gilmore, formerly employed by the 
certified public accounting firm of Ernst and Ernst, who is now 
Vice president of the Austin Company. 


Our Cleveland Office has suggested that: a conference 
between Special Agent John K . Buster and the attorney assigned 
to this matter regarding the scope of the investigation to be 
performed ooh^erj^g fthe subcontracting' worR might be* desirable 

- U> \ % ' ’ - _ . : . ' " ‘ . 

It Is Qur s understanding that[ 


of 


your staff intends to'go to Cleveland, Ohio, in the. near future 

A j- - j. « m ^ ... _ . k * h 


b6 
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in order to review idle Defense plant Corporation e ontrUct s^in 
this matter. It la miggoqtnd tnqt fcha Bureau be ~§.s to 

intends to be in Cleveland in 

_ X. _ 1 , J ^ - » ' k Z* V. „ 


the exact .date that _ „ . . . 

order that arrangements can be mad e to have: Bnec lalvAffent S’ohn 
K* Buster available to confer with [ 1 


scope of the investigation in this v matter • 


V W W**** 

] conce^£ng-»ihe 

** v "'“ 3 >v 


Tolson - 
Udd, 


cc; 1-Cleveland (lj.6-783) 

- i : IV '* 


?}‘i 


. r 


Nichols — %. 

Belmont— is — g- ^ ~ « 

ciegg ccs Mr. G1 avin 


'-a..-,.-. 
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NOTEt The attached memorandum from Cleveland dated May 25 > 1953» 
points out that Special Agent John K.- Buster, who is now a 
0 Resident Agent at Toledo, Ohio, has conducted considerable 

accounting investigation in this case and is familiar with 
, • the accounting records of the Austin Company. The Cleveland 

' Office has advised that for: this reason and in order to expedite 

the investigation. Special Agent Buster has been assigned this 
case as a special in Cleveland, Ohio, and that necessary 
additional accounting personnel will be made available in order 
to complete, this investigation at the earliest possible date. 

It is noted that in this case the petitioner has filed a suit 
' in the U.' S. Tax c ourt- seeking a re determination of excessive 
. profits totalling #2,i}.00,000. .. Special Afeent Buster has engaged 
in extensive conferences with' the Department attorneys in 


Washington, D. C 



,, Tolson 4 

' • Ladd- , - ’ , * ' 

Nichols — ^ 

Belmont. , v - > * 

Clegg, . .. . . 

Glaviri , . > 

* Jt Hatbo — i - 1 

Ros'eh t — — • " 4 - 
.* Tracy — !— — ' ‘ 

' Gearty— - — ’ 

M6hr ' 

Wincerrowd — ' 

Tele. Room — 

Holloman. . 

' "Sizoo_l — 11*- - * 1 

Miss<jahdy— I. > 


Concerning this case* 



• - - 2 




Ion will re call that Ik a ocafore aso in UacMngton Oil April £ 0 $ ; b6 
‘ '2953* saKgj y<% | 1. Soc ial laeat lobe Buster o f b7c . 

' - Vm ^caoraX Bureau of wmwgmm m<k oar I _p & 

.. .was ho^sd that additional ■aaeoa&ting investigation would bo Hide of 
■ boohs and records* ’ _;. ; : ’ • ■„ ••-•'- . .- ., \ - r " 7 "' 

•'■ Sk April ZB? 19$$* m roauesthd the director of the £B 2 to 
authorise Ihv Bhater to make the additional investigation* % believe • 

■ that im has hSready cowsencol his further exassinaticai* the wG^cwdum • 
to the Bl*ector outlined in cs^Merable detail the scope of the 

■• f> additional inwsti^atim* •• s?& fiat# revested the fSS.te safchqrise.s&sv 

■ Sifter to discuss these, hccosntihG probleas with. you partieulrnriy to. ■ ; 

7 - dotoss^aat whotber the he. ; bo' seeded conform r 4 th the *• • 

; 1 ■ t&tters agreed to' In - one eea&sreawe" of April 20* 1053* ; niiicso our . : 
/-... . 'jconferorice yc&.S&vg detereiuedi that there 3® additional ,ueeoubhlng ' ' ■ • 
data which you s&ay wish to stipulate to the fa?: Court- we suggest that 
, you request ifcvB aster to verify such data during the course of Ids 
present Gsendnaticn* . • • 

■' ,- • Since It is agreed that 'the scops of the necomtiug Investigation 

• .- is such that it will not he co^loted in sufficient .bifcse.for the trial-, 
*•••' ef thiff chse^ presently'sot for dular$i 1053* W we sugg^t- 'that, you .' 

; prepare a notion for .continuance and supporting worante substantially 
In the torn of prior jaotieo- for continuance granted by the lax Court On 
#sas^r 33* 2953* %m receipt ef the motion we will sign it ana attend 
to its filing , ih ihe ihos Court* 1 

. - Sincerely yours * .; 

• . \ • \ .*-' ''■■ '•• ‘ ‘ , iijmm %*m'Mi. - . . 

-; • -. •'«... .Assistant Attorney General 

. 7 • . . / Civil Division - > 


mum if* higkes . * 

Chief, General Xdtigation Cectlm 





SAG, Cleveland , ' May 28,-1953 

SffiOWffl • ® x tt«-lW92> ^ 

8r THE Al r STX U^)I-t£A.T^ V, SECRETARY OF THE NAVY; 

TAX Cora' DOCKET NO* lOk-R . . . ; .' 

. SENEGOTIATION ACT - ' 


There is being enclosed herewith for the Cleveland 
Office two copies of a memorandum dated Kay 22, 1953? from . 
Assistant Attorney General Warren E. Burger together with ohe 
copy of the enclosure referred to therein-. • • , , 

The Cleveland Office should contact petitioner’s 
representatives to discuss the accounting problems in this 
matter if same has not, already been done. The Agent should, 
of course, confine any discussion with petitioner* 3 represent* 
atives- solely to accounting problems, and no opinion should be 
expressed by the Agent as to. merits of this case or possible 
settlement or stipulation* ' , • ; 









, 

v *»* - % 

* Jp^- STA^D^Ra^FORf^ NO. 64 *" 




^ n, s ? Mr. i 

Office Memmmdum • united states government j.. 




to : Mr. J. Edgar Hoover, Director 

Federal Bureau of Investigation 
from : Warren E. Burger, Assistant Attorney General 

Civil Division 

subject: The Austin Company v. Secretary of the Navy; 

Tax Court Docket No. 1Q4-R. 



DATE: May 22 y 1953 
WEBjJHP 
152-104 ‘ 


' rj— 


U £Ltsf 

We enclose herewith two copies of a self-explanatory letter datetp' 
May 22, 1953, to opposing counsel in the above-entitled Tax Court “ J™ 
renegotiation case. 


. 'tf'wj. ii 

^ - Ii 


We request that one copy of this letter be forwarded to Special 
Agent John Buster of your Cleveland office and that he be authorized 
to confer with opposing counsel concerning the matter set forth in the 
enclosed letter. 


Ene. No. 187130 



gfcp* DBSffRO** 51 

X87 JB» 6 ®° 
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T 


t-' ?! ,, 


■ 


r'V-.-' V 


\ 


- .: . V , 

A.* - - 


sum 26, 1953 AIRTEL 

SAC, CLEVELAND .( 46-783) . MAX|- 

THE AUSTIN COMPANY VS* SECRETARY OP THE NAVY,. TAX COURT DOCKET 
#10i|.-R| RENEGOTIATION- ACT* tttm DIVISION I 


b6 

b7C 


ADVISES CASE POSTPONED UNTIE FADE* INVESTIGATION SHOULD STILL BE 
GIVEN .EXPEDITIOUS ATTENTION* ‘ADVISES HE IS UNABLE TO GO 


TO CLEVELAND FOR CONFERENCE IN IMMEDIATE FUTURE SINGE HE MAY BE 
TIED UP, WITH ANOTHER CASE, DURING ENTIRE MONTH OF JULY* ALL 
INVESTIGATION OTHER - THAN THAT PORTION 'BEING HELD IN ABEYANCE 
PENDING CONFERENCE WITH I I SHOULD BE CONDUCTED EXPEDITIOUSLY* 


ADVISE ; BUREAU APPROXIMATE DATE REPORT MAY BE EXPECTED COMPLETING 
INVESTIGATION OTHER THAN THAT PORTION BEING HELD IN ABEYANCE 
PENDING CONFERENCE WXThP" 


b6 
b7C • 


HOOVER. 


Bufll© (10*34692) 


■ NOTE:'. , 


C.ivii Division, stated he 


Will forward a memorandum to the Bureau; advising 'that the Hearing 
In this matter has been postponed. " "• . ;• , ’ ... .. . A '* " 


•b6 

b7C 


. CJM:mrs 


(itu . 
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standard forming. 64 


• UNITED £ 


lDVERNMENT, * 


^ D1ESC1D0H, P3I (46-14692) DATE: Ju:i 

f OM : SAC, ' CL&V3L4ST) (46-783) .. 

SUBJECT: jp^uSiPIlJ (X&Bfifty VS.. S20HE<MR? 'OF TE3 TlT!,- • 

' ' ' 3Jfix • gap® r » "... . - ■* 

. • • SS'^G^XATiorAC®’-.'- ; . *•' ... •’ 

, _ ", 'i * ' * N _ j 

-■ Re your air tel June 26, 1353, / ’ ... 

It Is s^ectea that a. report will ’oe suucdtted, to Teach - J 
. the Bpreau fry July .20, 1953, . ' - • 


DATE: July 3, 1953 


!£: cvrs • ’’ , ' v. 


t -:i iJi ' 


*/n, 3^7/ 




STANDARD FORM NO- 64 


Office Memo: 


UNITED 


Mr. J. Edgar ifaover, Director 
Federal Bureau of Investigation 

Warren E. Burger, Assistant Attorney General 
Civil Division 


DATE: June 

WEB:JH$ 

152-104 


/A# 


Mr. Nichola ... 
Mr- Belnnnt — _ 

Mr. Glarln 
Mr. garba 

Jfr rtn ... 

Mr. 

Mr GwirtT- 

Mr. KWur- -i 

Mr. Wmtam^dU 
TeU. R»o * 

£££= 


subject: The Austin Cong) any v. Secretary of the Navyj { t»u. Rm 

Tax Court DocSet^No, 104-R. « ^ 

T-Ae &rou 9 f, ISiJBI 

Thi s TO.11 advise you that on June 19, 1953 » the 2hx Court 
granted the parties r joint motion for continuance of the above ^/#^-^- 
entitled renegotiation case from the Cleveland, Ohio, July 6 , / }yr\ 
1953 calendar to the next scheduled Cleveland calendar. \J<A \ 

In your memorandum to this office dated June 4* 1953* you 
re quested that the Bureau be advised of the exact date on “which- ^ 
ou j intends to be in Cleveland in order to A 

examine certain of petitioners r contracts and to make decisions 
*>hich will affect the course of the examination of petitioners 1 
books now being conducted by Special Agent John Buster of your 

office 4 Because of the present trial comitments of 

it will not be possible for him to travel to Cleveland at any date 
"earlier than August 10* We will advise you further when a definite 
date has been determined for visit to Cleveland* 




.? p c/" 

v rr./ w 


Jj > t : J ^ 

f ^ 

{ k : u'r ^ 




COPY DESTROYED. ^ ^ , 

i97f»AY 6 


, ,// c/ r 
Jy // -" 










STANDARD FORM NO. 64 


Office M_emoraMlum 


UNITED STAj 


GOVERNMENT 


to : Director, FBI (1*6-11*692) 


from : SAC, Cleveland (1*6-783) 


DATE: July 27, 19$3 


( 

1 SUBJECT: THE AUSTIN' COMPANY v. SEC BETA® OP 
/ THE NAVY; TAX COUHT DOCKET NO. 10l*-R 

r yij) RENEGOTIATION ACT 

Reference is made to the attached report of SA JOHN K. BUSTER 
at Cleveland, dated July 27, 19^3. 


.!• at the present time the work papers of 

vV' 1 ' * ' V it- 77110 conducted this examination. 

i ■- +.hfl+. L« „ .... 


W£^W that l I is expected in 

-^s7Si^aLl9^|C3onf erenc e approximately the middle of Augui 
in which additional investigation may be necessary in this case, 
® • remainin g ^ u Tky exhibit will be maintained in the Cleveland 
Office until the conclusion of this conference* 


JKB'mmc ' 
Enclosures (1*) 





r 


/ 


FEDERAL BUREAU OF INVESTIGATION 


Form No. 1 

THIS CASE ORIGINATED AT WASHINGTON j D* G* 


REPORT MADE AT 

CLEVELAND 


date when 

MADE 

7/27/53 


PERIOD FOR WHICH MADE 

5/22-6/8 j 

7/2-21/53 


REPORT MADE BY 


JOHN K. BUSIER 




TITUE 


CHARACTER OP CASE 


THE AUSTIN COMPANY v. SECRETARY OF THE.NAVYj 
TAX COURT DOCKET NO. 10U-R - 


RENEGOTIATION ACT 


SYNOPSIS OF* FACTS: 


Review of, contracts reflects Engineering and Bliss 
Mill charges in accordance with contract specifica- 
tions. Totals set forth. Requested schedules sub- 
mitted as enclosure* 


- pjf - 


DETAILS i 


AT CLEVELAND, - OHIO 


. - •“ This .investigation is, predicated upon Bureau letter, 

' , dated May 1, 1953 with accompanying memorandum from 
Assistant Attorney General WARREN E. BURGER setting forth in detail the in- 
vestigation desired. Set forth as follows are the totals of the numbers re- 
quested, in this memorandum and the detail work sheets are being forwarded. as 


an enclosure to this report. 


va 

> 


rf 


r 


w * 
} 


* 




■ : >*' 



, , ^ 
VuA ■ 



b6 / 
b7C 


APPROVED AND I » //*aJ ~ 

FORWARDED: Vf 


SPECIAL AGENT O ^ V V ^ ' 

in Charge “] 


DO NOT WR^TE IN THESE SPACES 


KH302PE!} . W 












; I 




OF THIS REPORT 


(C6-1C692) (ENG) . 
2 - Washington ’ Field Office 
2 - Cleveland (1*6-783) 


|zr~ HCT W77&T 

'JUL- 31 1953 


J -V 





PROPERTY OF FBI— THIS CONFIDENTIAL REPORT AND ITS CONTENTS ARE LOANED TO YOU BY THeIf^I AND ARE NOT TO BE DISTRIBUTED OUTSIDE OF 
AGENCY TO WHICH LOANED. • V - .< 

☆ U.S^GOVERNMENT PRINTING OFFICE: 1952— O-2T0616 16-59255-2 ’ 





CV FO ' 

1 * 6-783 


EMEGOTIABLE EDHP-SIM CONTHLCTS 
- ^ (OTHEH fflM DPC) 

191 a ' '•" ' 


Construe tion Cos ts ; 
.Construction Fees 
Engineering Costs 
Engineering, Fees-, ■}■•';}} *- " 
Bliss Hill Costs, '; yi ". *.:'-. 
Bliss Mill Fees t . \ 'v -r f' 
Equipment Rental , Inc ome - ' • '' 


, ! * «*f.r “ * 


V-.' '■ : Operating Pwf it .- v ‘ v ’ . ■ 

'•■■ Pr- •’ .' • V- 

. , \* x » - f ^ ’ * 4j ', ’ t ? „ Sj» . *, , * t- '- f ; Ul t ** ' ' * * - - t • ’ a ,. - 1 

',*-* ' Total- 'Prof it; (Bliss Mill plus Operating' Profit)'. 


- 19 ii 2 •-*, 


}•' " .Construction- Costs 

.Vj', ! , 


*Vti ' v •* ’ 


Corist.amctien Fees* * .i % 

, Engineering., Costs ? : - . '•* •! ' 

■ ; „ Engineering Fees, ' ; : 

;v •: , Bliss Mill: Costs ' > •'* «. ;,.*>• 7yJ 

(-’*• 'Bliss ;Mtii:F^es:'; -V\ "*>. fv’ : -? £ ' 

' V-v - •.' - .. , ./ vSy*4/' v . 

.Equi^ent Bent al' income -' r : \ ••, . ’ ' • ' ' 

Allocated Operating. Expense,' v •• V-. ' 

, i' *; Operating' Profit '«'*•; ' , 

Total Profit (Bliss jfi3J5 plus .Operating Profit) 


v #1,076,01*9. 9k 
312 , 830.01 
1,199*1*7 

- : 599.71* ..v 

. /f / none'. ... 

none 

7;7 .. . -6,881.03 - 

| 27., 121. 71*; V 
■ t 293 s : ^*0l*. ; 

■;^'i'' ; 293 } i99*oi* i ’ 

r ; *• * , t ; - . - r * 

36,153.35 -• 

, 23,1*82.1*9 / 

• 30 , 603 * 85 ; 
11,257.26 

T- \ ..137227*82 '5- 

./ 32,921.1*7 

• ; 289,096.71. / : 

• • 300,353 .97 ' . 




- 2 * 
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RENEG0T1A31E GOVERNMENT CONTRACTS 
• • " (OTHER THAN DPC) 

FINAL. 'PAinENT MALE PRIOR TO -APRIL 28, 19U2 


-Construction Costs - • ’ ’ 

#2,l67,3i0i.l2 

Construction Fees 

. 362 , 128.26 

/ ■■ ;J<1 /_ '.y Engineering Costs . r '• , \.l‘ ' y ♦. ; 

y'-’.'y 18 , 000.38 y .y ••• y 

•. 'V >•: .■ : v’ ' ’■ . 

■' Engineering Fees y .y . y y.-. . «. : v ; 

:: ; 13 , 269 . 03 V. y. ; ";y.y 

iliss MU Costs •’ . . v ’ y . !'/ - ..." '■ 1 

‘ 19 , £91.61 ’,y •• 

•; ; . , \ .< • Bmsa mil - Fees • • • 

V •%$$?•<$ '.y . , ( 

- 1 - Equipment Rental mcome. ', ' ; 

yy : , r 'y,723.2o;. ; ^-,';y y 

/ ,V. /y”y»41|6ca4e.d/^ 'J^penjSe r . y ' ’) '•'-‘.■■z .y -y ? 


j’ ; . ■<■.: /’ « y ^ Profit!,. , • f-yr-s. ' 

; 292,203.21 y • 

; ' : ,1'-;- , Total Profit- (Bliss -Hill r plus Operating Profit) 

yy 296 , 762.21 ‘yj:-’ P y , 

• A . 1 . FINAL PAIHENT MADE AFTER APRIL 28* 19^2 

y y:.' '"T- ;v vV- yvf '.:y yy ; : y 

1 • ' V r L y * ' '* * ? ' * “• y Al J y ' > , ^ 1 *; , • 

1 *'•••; : OptfstrAption CpstS/./y i : l? * ’ ’* *\’J- y-, 1''-: 

$23,888,62iw00 y ,y : 1 /’* v ; '• 

.y'”V . «* V*: Construe tipn- Fees -l 'V-/'... *-•*’. ' . 

y.' 67)i,338.9it” * : “ ' *. 

- -y' , * Engineering Costs \F: yy L 

y. y 561^,7^*78 \ ; 

y/fy Engineering Fees. yV y.y* F ' * .'y, ' ’.y'. ‘ 

* 190,108.26 .y J ; y yy y y 

: . r '' i • .-*■ ' VJBtias 

y • ' ) ; ; ;y : ii* y" \ * 

1 , y \ ■ Bliss , mil Fees- V .•/ ’ ■;? * " •• , .y >• 

•• . . 32545 ; • 

y . ' Equipment' Rental .fiicpBie ' • •' ' . • '■ V / 'y 

• y ’ ; 20 , 911.72 v'y ; -'y-:';.'' 

' • : y ; ’ _'Allpcated OperA’bjig*j^%Ei,s.e^ .. •" ; . 

y : lt95>l7l;.3t ; y : /"'>. ; ; 

; y : Operating P^o : fii v y'“‘ • i vy '. y"V"- / , . . y- 

. 390,18U.58 , .; r . r - . 

' y 1 .. . TotaiyProfit; (Bliss Mill plus Ope rating -Profit) 

- ■ 396 , 510.03 ■ ' ; ; ; 

- y; • ; ' ' ^ 3 ,:-./- : y 

; r * li’ t 1 t 

v “ r ■' - . /, . f ; : . ' - 
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RENEG0TIAB1E GOVERNMENT CONTRACTS 
. . (OTHER 5HAN DFC) " 

. CPFF-1942 . 

. - • . " FINAL PAYMENT MADE PRIOR TO APRIL 28, 1942 ■ 

Construction Costs- $5, 000,094. 7U 

Const ruction Fees 94*74*- 

Engineering Costs . / 39*78 

Engineering- Fees \ •- ; * ,, ' . ,\ , 19*89 

Bliss Mill Costs- V' > none' 

Bliss Mil Fees * ‘ \ ■ none. 

" ; ' * *. -1 ' 1 - . 

- Equipment Rental Income - . . 16.20" 

t ' ^ 4 , . ‘ / i 

* . , Allocated* Operating Expense ‘ . •. *• J . • ♦ ' ' ' < 122.60 

- Operating Profit ■ : v . • l8l;25-* 

• , Total Profit (Bliss Mill pins Operating Profit). . . . - l8l.25>-* 

;* FINAL PAIMEN T MADE , AF.TER , ABRIL 28,- 19JU-2 ' ; ' !' 

■ . ' , •• \ ■; ■ ./ • ; 1942 / ’ -/ . • \ - 

» ■ / ‘ Construction Costs- •; v ’* *' ‘ - #9i> ,347 ,500'*60 

Construction Fees , . - ‘ 1,919,663*69 

' . » „ * 1 , - r : < cj *. ^ , 

Engineering Costs,'’-. t • 1,433,422.16 

.. ‘ Engineering- Fees . . • ■ • 176,14.88.88 

, Bliss Mill Costs.-' 0 : 4 42>3?2.42 

. Bliss Mil Fees o' •„ * . ^ 196.,4o6*10 

, Equipment Rental. Income, 34,316.75 

, * V * * A 1 , , ^ * * * ‘ * 

‘ Allocated: Operating Expense ... '•/' " l ' 677,362.28 

Operating Profit. ' .. ‘ 1,453,277*04 

Total Profit (Bliss Mill plus Operating. Prof it) 1,649,683 •lit 

* Denotes Red Figure 


’ i * * *' 




c? fo ': * 

14 , 6-783 • ’ 

: DPC-FIXED PRICE CONTRACTS . ■ ■ . 

■ : FINAD 'PAYMENT MADE BET7JEEN APRS. .1, 19^2 AND JODY 1, 19U3 

'•-.•• . : ■ • :• I&I . .-■ •■••'"•"> - ' . : . 


Construction Costs 
Construction Fees 
Engineering Costs. • , , 

Engineering 'Pets 4- , ■ 
Bliss 'Mili- Costs 
Biiss Mil .Fees . : x 
Equipment Rental' Income' , 


_ ..5 


' '** ** [ i' , ’ #[, V 


^, 706 . 1 * 8 .' 

1*9,397.73 

16,060.88 

7,83.2*63 

;v/y' 

; ■'/ '9,372.68;. 

6 , 268.00 . 

. - , * * ’ * - , „ ' ■ 

at"' V* *-'* ’ *' ' '* 

* ■ -/ v, 


Total Profit (gliss, Mil' plus Operating; Profit)’ . ? 1*7, 280.61* 

7 ; / FINAL PAYMENT HADE'AFTER JULY l,' T9l*3v '4v. : 

.: . :V .,^r -■ Vv;.;-~;V/ t9lq7.- '‘V- -T ; ; ' J 

Construction* Costs ': .6- 7./- ”• '< *' -T \ ?’ r ;/’v ’> ^ ;• : ■ ' 


Construction ‘Fees' 


Engineering Costs,; ... 


r •, 


.Engineering. Fees . .. ' v- •; 

»* .* -* ' - / » . .1^*' * 

, .*■ *. . . «* .**», \ i 

Bliss;., Mil Co§ts’;" : \ • , 

'Bliss Mil Fees; 

Equipment Rental , Income . . 


Operating Profit 1 / ’. , 

Total Profit (Bliss ;Mili plus Opemting Profit) . 


y , ' * *■ r ts > * r * ^ 

. \ 8',o4liv60 

• V 14 , 022.30 ; 

< , , . * ,, # « N 
■. :> ; ■ • - ; none. 

, ' •; none 

‘V 577.66; 

' . 6,919^98 

_ 9,626.79 ; 
' 9,626.79 


; * si 










^Tv -' % tW^ 
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FINAL PAYMENT MADE BETWEEN APHID 1, 19i*2 AND JULY-1, 19l*3 
— : . I9h2 ■■ ■;. • • • ’ ,. 


Construction =Go'sts -• 7 §627,598.03 

Construction Fees '„• - -' « ... 57,1*85.89 

Engineering. Costs . 7 707 . 9 ]*’ 

Engineering -Fees "' .• v ; '•■_’/ . 2,61*2.78 

Bliss Mill Costs . v .. ••'•*.- - =v .... : \. 1*6, 27l *> 93 ■ 

: . Bliss Mm im y- _,y.-.y y ■-'.'■••.■ 17 , 564 . 76 . " 

" Equipment Rental Income’ / •. 2,211.68' 

Allocated Operating Expense y-- , . V- y. .. 7 , 528.71 

:yOpefating Profit ’^V-? <‘2* ' &,oii.bk' / 

\ Profit (Bliss Mill plus Operating profit .‘"M • ’ 72,576.20, 

*••• -/• :• ..> • ' ' FINAL PAYMENT MADE AFTER JULY' 1, 191*3 ' 1-' 

- "-V '' 191*2 : v , •• . :• •. / 

. ‘‘ cons^ct^n.Costs. y. V; V , § 1 , 380^991 .^ 1 ?. 

y Construction ^M/y’^ y\C*\ ; 3 : -y i'i 112,865.63- ; 

Engineering Costs yyj'y „• .i' -. ' " * " p 11 , 965 . 1 * 9 . ' 

Engineering Fees Q'] — 'V ■'* 7 ,.; ,.y ; 5 , 950.36 

- Mill' Costs • ,.• '.yy y\ ;- 'C " ’/y ; 3 -'V y y/ v .y none' : 

V" Bliss Mill Fees v <y‘ , y * v V / ’ _ *’ ’ •.! *; Vnorie 

Equipment Rental Income . ’*■' *’ , 8,059.07 - 

. "Allocated Operating E^ensey y ’y'-y y ■ - ; 1*1*, 539,40. 

:• Operating Profit. M ;f' 'A- . V\ * ’• \ t .;; 3 V 82,335.66 

Total Profit (Bliss' Mil plus Operating Profit), ■ 82^3 35.66 . 


’ yOperating, Profit i‘* \ •- : 
Total profit (Bliss' M fl 


- 6 - 


, '$**** 




. ; 

'■ • 
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EENEGOTIABLE DPC-GPFF CONTPAGTS 
FETAL PAYMENT. MADE BETVJEM APRIL 1,* 19l2 AND JULY 1, 19h3 

■: . ■ ■ V '• 19 I 1 •• • 

Construction Costs 


11,310,107.83 

Construction Fees . : 

- ■ . # - ; ■ - 

311,k2B.l2 

Engineering' Costs' - , 

'* 

uU,5££.7l 

Engineering Fees • “ 

t , v.," J, / ' , v % l '■/,/ ‘ ( ' 

31,002.73 

Bliss Mil, Costs' "V y^ ’ 1 


-.'none 

Bliss Mill Fees-' 

J 7/ ' m /> - •>- 

;.,A'A liotie 

■Equipment Rental Income. 

" ’’ 1 7 ;/ '7 * . :i J . t '* 

12,211.98 

Allocated Operating Expense, 1 ' 

* A/'V - , . • t . } yl ” , *'• J 

A 797,710,56 

.'■J: , .'A- Vfr ' 

gpera-ting' Profit'; .*»>. ;• 

1 ' f - 1 ’ ‘ *\.i * -tV - / - 

'259,932.57 

Total' profit , - 


^ r ; 259,932.57 

. • ' FINAL 'PAYMENT AFTER ’JULY .1, 19l3 

‘v.v ‘ -A- 

* ^ / 

■■ "l k ' 4 

#“ 1 ^ V, > 

/ * u ' - - 

Con.struction ;CdstsA, iy-L r- x . 1*;' 

. ; V v yi vv'.,; •* ^ .. y* ■ ly 

$31612^098.89 

Construction. Fees ”'a : 'A 

■ * . - v • ; ; 1 * / - v i; 7 % . 


■' ;i ' 186 ^ 381. 02 

I* * '> ^ • *»' 

■Engineering Costs A ‘ 

■ [ 'i 

7 265 , 682.81 

«, ■*, -,i . "* k * > „ . 1 1 

Engineering; Fees . .-A-. * ; 


■ ■: 66,850.87 

[Bliss Mill Costs .: 'VcAaa^ 

, -v-v *' * \ 6 '■'! - . 

1 ' *' " • \ ‘‘ ^ \ <• 't 1 . *V 4 " *' . A 

/*; . - 4 ' *■ A , # ,r\ ,, A-. 

7 -I.- 617337 .82 

V - «' * V* * v f ' - / "* - v/ 

Bliss liill Fees 


y i5,l38.17; 

Equipment Rental Income. - 

: - _ t - " ' ''’-A ^ ‘ 

■ 11,686.17 

► / V 

Allocated Operating Expense 

\ A « 

. 105,551.19 

Opersting .Prof it - , J : 


-3; ^ 61 , 699*27 

Total Profit. (Bliss Mill plus Operating: Profit) ... 

f y t « . - 4 * ; , * '* * ' , • ’ ’ ; - * ’ 

177 , 137.11 


7 r 


CV FO 
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EENEGOTIABEE DPC-CPFF CONTRACTS. 

FINAL PAIMENT MADE BETWEEN APRIL 1, 19l*2 AND JULY 1, 1 9l*3 

19hZ ' 


Construction Costs ■ - 

Construction Fees 
*■' Engineering Costs 

Engineering Fees ^ ‘ ’ v V' - ' 

Bliss, Mil Costs ; ‘ 

Bliss Mil Fees, 

. Equipment Pental Income • 4v'’ . 

'Allocated Operating 'E3q)ehse' •. '' J . ... . \ 

Operating; Profit- , : - >’ ' * ' 

Total Profit' (Bliss Mil plus Operating Profit) 


128,233,763.31 
891,831*. 99 
. ' 31*5,098.91* 

r ; -98,21*9.76 
30,272.69 
13,792.89 
59,515.13 
216,235.71 

~ ' r - 'A. 

: 833,361*.17 * 
81 ^ 7457 . 06 . : 


1 FINAL': PAYMENT MADE AFTER JULY 1, 191+3 ' 
\ ‘ •*: 19l*2 ' ■'< - 


, ,C bhstrTictiop Cqs t s ,4’ 4 -4. ' - 

Construction Fees:, - - ■ 4 . v 

Engineering Costs- * , • - r . " 

- ~ ’ . v.< < . ■ • u . 

Engineering Rees • ■ - - ^ v 1 ' •' 

BliSS Mll COStS - r '• 

Bliss Mil Fees V V 

Equipment Rental' Income . • 

Allocated Operating Expense 
Operating Profit ‘ ' - ., -••• , 

Total Profit (Bliss Mil plus Operating Profit) 


. $98, 861 * ,' 900. ,08: 
'2,02.9,582.83' 

2,152,11+3.73 

: - ~ 

^ 715,106.1+5 
' 79,1*58.29 
V - 1*3,579.83 

160,865.06 
873,109.87 
2, Q32ylM.hr 
2 , 076 , 02 l +.30 
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All contracts, referred. -.to in Departmental memorandum, dated April 
28, 1953 have been reviewed and assembled and are available for, an examina- 
tion by Departmental attorneys, A review of these contracts reflected that 
the Engineering and Bliss Mill charges were .in accordance with contract spe- 
cifications. 1 

Referenced Departmental memorandum requested that properly reimburs 
able costs, plus fix fees involved, for the years I 9 I 4 I and 19h2 derived from 
each supplement and under, the contract, as. originally executed for prime con- 
tract N0Y-U210, be obtained. ■ . - * 1 ; - 

All records involved in this contract are in , the Austin Gompany, r ... 
Seattle District Office, Mr. PAUL GILMORE, Vice-President of the Austin 
Company, caused, a search to be made by his organization of the type and 
costs maintained at their Seattle Office. Mr. GILMORE advised that his 
Seattle Office reported that costs were maintained by stations, that is,, 
the location of the work performed, „ However, the posts were not broken % 

• down in these .stations by releases, Therefore, it will be impossible from - 
the available records to. ascertain that^a certain release ; was completed hy 
a given date, ; - • - . ~ ' " • • ' , . . ‘ ■ 

v * ’.Referenced memorandum, also requested that the exact amount of sub- , • 
contracting be determined on each contract handled by the Austin Company*. 
Because of the type of accounting system used by construction engineers and ' 
designers which has .been in. use, for years, it is impossible" from this type of- ■ 
record 'to- ascertain the sub-contracting accurately, 

’'ENCLOSURE: To Bureau - Agent’s Work Sheets* - 
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mental 


Will -re port results of conference mthj 

I relative to further investigation require 


EEFEItENCE: ; Bulet to Cleveland, dated May' 2,8, 1953* 
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SEPTEMBER 21, 1953 
SAG, BALTIMORE 


RADIOGRAM 


THE AUSTIN COMPANY V. SECRETARY OP THE NAVY, TAX COURT DOCKET 
NUMBER ONE NAUGHT POUR DASH R, PENpGOJlATIOU ACT. CIVIL DIVISION 
REOUESTS THAT SA JOHN X. BUSTER REPORT UASHIHGTON, B. C. NIUE 
A.M. .SEPTEMBER TUENTYTHIRD, NEXT FOR -CONFERENCE UITH DEPA'RTKEU^ v 

SA BUSTER INVESTIGATED THIS CASE 


DURING ASSIGNMENT AT CEL VEL AND . 3A' BUSTER SHOULD REPORT ROOM 

POUR SEVEN ONE SIX BUREAU PRIOR TO CONFERENCE. 

... ■ . HOOVER . ■ 

f?' ' . *•' * ’ ' 1 ' - , - -• V - ' 

Ij.6-lij.092 

CJMirmT^ 
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NOTE; ' . Movement - Section state's S A, Buster arrivech Baltimore-.. 
9-2-J?3 and ordered : to : Hyatt sville as .resident, a 9-21-53* 
The excessive -.prof Its 'in this case, amount to'! $2 ,||OC}£00. 


jr* 


V - 

( , 


m 

' .2 ^ ~ -■ 

- ^ CO 

- 07 T 

~ -?E .’•*3 

■ ’ «T. vlS3 


... Vl! ;; ; ~ - 





c-rr 

t ,.(! C'/ .Vfi 1 


Ebv_ 



nil 


’a// p 4 
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Tracy — 

Gearty 
Mohr — 

j Jlnterrowd — 

Tele. Room — 
Holloman 

f St zoo- — x . . 

iiis^Gandv A; }p 


SEP 2 11953 

fgOEtM. BUREAU 0? JNVESflSATO 
«. S. D£?®Tf,!PfiT OF JUSTICS 

-InlWWATiOSlg SECTION 
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STANDARD FORM NO. 64 


Office 


to* : Mr. J. Edgar Hoover, Director, 

Federal Bureau of Investigation 


prom : Mr. Warren E* Burger, Assistant V — 

Attorney General, Civil Division 

o 

subject: The Austin Company v. Secretary of the Na - 
Tax Court Docket No* lOU*#. 


| Mr. Tolson ... 

UNITED STATES GOVERNMENT—™ 

I r. Nichols— 
f Belmont..*™,.. 

| Mr. Ch i 

X date: September” %5?-rW$XZ 

i \\\ £3 — 

V * WEB: JHP:dsb 

ai /v 1^2-lOk/ V ? r'r. ! 


ji - r. U *avty u ^ 

r» SIr./CV'Intcrrowd - 

j I^oom 

• MV* Holloman 




Please refer to our memorandum to you dated June 29, 1953^v 
in which we advis ed vou that we did not then know the exact ff\ 
date on which our I would be in Cleveland}, 

Ohio in order to examine certain of petitioner 1 s contracts and 
to make decisions which will affect the course of a further 
examination of petitioner’ s books which was being conducted by 
Special Agent John K* Buster of your Cleveland office* 

Following the conclusion of the Louisvil le. Kentucky .T ax 
Court calendar beginning September 28, 1953. 1 I will 

go to Cleveland for the purpose of conducting the examination 
of petitioner’s contracts* It is requested that Mr. Buster 
(who, we understand has recently been transferred to your 
Baltimore office for duty as Resident Agent in Hyattsville, 
Maryland) b e instructed t o proceed to Cleveland in order to 
confer with | upon the conclusion of the Louisville 

Tax Court calendar^ Si nce it is not now possible to state 

the exact date on which will arrive in Cleveland, 

Mr* Prentice will advise your Mr* Christopher J. Moran from 
Louisville. K entucky by wire when Mr » Buster should report to 

at the Federal Bureau of Investigation office in 

Cleveland* 


It is expected that Mr. Buster’s services will be required 
for a period of approximately three days* 
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SEPTEMBER 24, 1953 


SAC* BALTIMORE 



TIB AUSTIN COMPANY V, SECRETARY OP THE NAVY, VKTWmk DOCKET 

V / ■ 

HO. ONE HEIGHT POUR BASH R, RENEGOTIATION ACT. REBGRAD TO 


BALTIMORE SEPTEMBER TWENTY TWO LAST . CIVIL DIVISION 


HAS REQUESTED SA JOHN K. BUSTER, BALTIMORE 

?* - ' 

OFFICE, REPORT CLEVELAND, OHIO, MONDAY SEPTEMBER TWENTY EIGHT 
NEXT FOR CONFERENCE OP APPROXIMATELY THREE BAYS DURATION FOR 
PURPOSE OF DISCUSSING SCOPE OF .REMAINING ACCOUNTING INVESTIGATION 
AND TQ ASCERTAIN WHAT PORTION PREVIOUS INVESTIGATION IS SUBJECT 
TO STIPULATION. SA BUSTER HAS ALREADY BEEN INFORMED OF REQUEST 

' ' - , ' ' ' ^ ' , . • ' ’ "r 

OF CIVIL DIVISION THAT HE PROCEED CLEVELAND SEPTEMBER TWENTY EIGHT, 
NEXT.; , *'• ' •' • *" ‘ ' ” ' . 


bo 

b7C 






HOOVER 


morfr^is . 

GC: 2 CLEVELABH* (ii&IL) : , . . ’ . , 

■ . CJMsDC ^- r . / ... ^ . 1 , ; * ' 7 " - ■ 

NOTE: This case involved excessive profits in the amount of 

- $2*400*000. SA John K. Buster now assigned Baltimore as 
-Resident Agent Hyatt svill’e conducted extensive accounting investi- 
gation in this 'case when assigned to Cleveland and has participated 
in past conferences with Department attorneys*:’ An examination of 
petitioners subcontracting Work which if checked in detail would 
f ire 5QQ Agent davs has .been held in abeyance until Civil 
sion I could go^t 4 o Cleveland to - review certain . . hfi 

Tvu *D., « V, Tvi 4- abb. ^ ^4- ^ L?* Cl A 'b. X. 1 U ° 



d that j f'wbiiTd pVocefed t% 

, conclu-sroh- of ano tner>. vGr-l ^aiQ^n/lioul syille-, Kentucky, 


cbiMr. Glavin ' / H U \ _ 


' »CT6-fP 


Miss Gandy 


1/ t/> L ; 



MAlUiO It 

SEP341S53 

COMM.F3} 


A 



y 

l 
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\/ 


■9% 
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and requested that SA B uster he available for conferences in 


mat i>A B uster pe avanapie ror conferences in - *b6 
Cleveland, On 9 / 21 / 53 * advised the Louis vilib7c 

case /has been dismissed and "He would proceed to Cleveland, 
directly from Washington in ’the n®ar future. He requested - 

that SA Buster, confer with him on 9/23/53* in Washington and 
Baltimore, made SA- Buster available for this confere nce jonnsua nt 
to Bureau radiogram 9 / 22 / 53 . After this conference] [said 
it would be necessary for Buster to attend conferences in 
Cleveland, Ohio, .beginning 9/28/53 , for approximately 3 days, » 
These-eonferences may ; obviate, a "great deal of, work to’ be. done «*•*/' b6 
by others offices which' would 'off set the . cost of SA Buster *s • V- . b7c . 
proceeding to Cleveland, - Also during the thr ee day 1 period ’ - • v 

SA Buster will confer with [ land petitioner* s 

representatives to determine if stipulations can be reached. 

In view of SA Buster r s familiarity with the case, it is 
recommended that he be authorized to attend the conferences In 
tfepefefesgtcg asd Cleveland, - ‘ .// . 

\--v W cje. w V ■' -.'v' ;■/ r : '• 
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'STANDARD FORM NQ. 

Office 

• 

Memorandum • 

TO : 

DIBECTOR, FBI 

Srom ; 

SAC, WTO (46-0) 

SUBJECT: 

RENEGOTXATIOH CASES 


The following renegotiation 


DATE: August 10, 19fr 


/• 


/ 



the Washington Field Office. 

These are cases which have heen referred to the Bureau hy the Depart- 
ment of Justice ^or investigation;, hut which have not heen disposed of hy the 
United States Tex Court. 

The docket of the Clerk, United States Tax Court is checked monthly * 
hy WFO for all of the pending cases, which are as follows; 


TITI® 


DOCKET HUMBER 


WFO MJMBER 


V 

0 

'"r 


A Acme Steel Company 

The Alliance Brass and Bronze Company 
The Alliance Brass and Bronze Company 
American Textile Mr chine Company 
Anderson Engineering Company, Inc. 

Andover Motors Corporation 
Th^ Austln Company 
B Barlow and Sselig Manufacturing Company 787— R 

The Bay- 7 ' Compan;, 706-H 

W„ T„ 0 Do E„, and| | 

354-R 
690-R 


282-580-760-R 

633— R 

82 S-R 

836-837-R 

731-R 

869-R 

104-R 


Partners, d/h/a Bittner Associates 
Birmingham Ornamental Comnanv 


E„ Co Brown Company 
C Cannon Manufacturing Corporation 
Cardinale Warehousing Corporation 
Columbus Wood Preserving Company 
Mo J„ Corboy Company 
Coat Corporation of America 
Coat Corporation -of America 
Consolidated Badio Products Company 
Helene Curtis Industries, Inc. 

D Detroit Steel Corporation 
Detroit Steel Corporation 
E The Ehco Manufacturing Company, Et A1 
The Edward Talve and Manf&cturing 
Company 


46-2328 

46-1847 

46-2258 

46-2972 

46-2442 

46-2514 

46-1929 

46-2225 

46-1884 

46-2187 

46-2193 



77-B 

46-2100 

859-8 60-R 

46-2348 

723-B 

46-2066 

877-R 

46-2434 

602-627-R 

46-2141 

569-P. 

46-1596 

705-797-E 

46-2392 

623-E 

46-2229 

888-E 

46-2455 

650-697-E 

46-2155 

286-B 

46-1525 

589-R 

46-1632 

308~E 

46-1441 

i/4 


not mcijr-' 



JICAUG 14 1953 
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w\ 

Es 1 


C.1 

a 

8 


EJA;MEE 



WQ (46-0) 



TITLE 

DOCKET NUMBER 

WFO NUMBER 

b[ 




1 


Edward Valve s e Inc. 

813-814-R 

46-2139 ’ 


Erie Basin Metal Products. Inc. 

558-R 

46-2336 

F Ferro Company Corporation. 

550-R 

46-2523 


Ferris Instrument Corporation 

273-326-R 

46-2215 


The Finnie Company 

665-R 

46-2140 

G 

H 



(Philip Machine Shop) 

466-610-R. 

46-2064 



(Volcanic Specialties Co 0 ) 

828-R 

46-2257 



(Volcanic Specialties Co.) 

634-R 

46-2099 


Hooker Electro Chemical Company 

454-663-795-R 

46-1611 

I 

Iverson and Laux, 

Inc. 

299-R 

46-2208 

J 

1 

|(Lamson and Company) 

730-R 

46-2440 


Jolart Metal Products Company 

855-R 

46-2332 


Joliet Industrials. Inc, 

821-R 

46-2270 


Joliet Chemicals „ 

Inc. 

820-R 

46-2263 


Joliet Che mi cal s 0 

Ltd. 

818-R 

46-2265 


Jowein. Inc. 


765-R 

46-2040 

I 

LaGrand Industrial Supply Company 

659-R 

46-1751 


Louisville Bridge and Iron Company 

S06-645-R 

46-1807 

K 

Kennametal Company 

SOO-R 

46~2568 


Kennametal. Inc. 


482-R 

46-2291 


Keystone Carbon Company 

743-R 

46-2179 

M 

Maguire Industries „ Inc. 

885-886-R 

46-2492 


Marine Manufacturing and Supply Company 

642-R 

46-1930 


Mathev/s Cotton Mill 

756-S 

46-2054 


Mathews Cotton Mill 

807-R 

46-2145 


M & R Product s„ Inc. 

753-R 

46-2086 


Metal Parts Corporation 

771-R 

46-2226 


Metal Parts Manufacturing Company 

S16-817-R 

46-2249 



I 

|(Jolliet Chemicals^ Ltdo) 

819-R 

46-2267 


Norfolk Tent and Awning Supply Company 

775-R 

46-2271 


Northwest Automatic Products Corporation 

799-R 

46-2239 


Northwest Automatic Products Corporation 

798-R 

46-2235 

P Pacific Chain and Manufacturing Company 

831-8S2-B 

46-2219 


Pacif ic-Atlantie Steamship Company 

871-E 

46-2334 


Palmer^Bee Company 

898-R- 

46-2489 


Park Bloomington „ 

Inc. 

699-R 

46-2389 


Park Sherman Company 

707-R 

46-2388 


Park Sherman Company 

698-R 

46-2387 


remnsula I* on and Machine Works 

830-R 

46-2220 


Perry Metal Products Company 

857-R 

46-2333 


Perry Metal Products Company 

856-R 

46-2323 
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mo ( 46 - 0 ) 


titie 

P Pick Manufacturing Company 
Plant Maintenance Corporation 
Portland-Pacific Company, Et A1 
Procelain Steels, Inc. 

R Rainwear, Inc., 

Regal Chemical Corporation 
Remington Arms Company 
Robersonville Tent Company 
Wo A„ Rtinhlieht Company 

s l 

Scandia Manufacturing Company 
The' Sebastian lathe Company 
Shanaman Brothers 
Shanaman Brothers 
Wo A. Sheaf fer Pen Company 

Ho Ao Bo Sneve Company 
Southern Fireproofing Company 
South Hill Tent Company, Inc 0 
States Steamship Company 
Stoner Manufacturing Corporation 
Stoner Manufacturing Corporation 
T Tarboro Tent Gompany 

Thomas Flexible Coupling Company 


TJ United Metal Craft Company 
United Metal Craft Company 
Uo So Cartridge Company 
V Virginia Products Corporation 
V« Weeks Stevedoring Company, Inc, 

White Stag Manufacturing Company 
Wilson Tent and Awning Company, Inc. 
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STANDARD FORM NO. 64 


Office Memorandum • 

ra : Director, FBI (46-146-92) 





UNITED STATES GOVERNMENT 

dates September 30, 195*3 


SAC, Cleveland (46-783) 

a 

THE AUSTIN COMPANY v. 
SECRETARY OF THE NAVYj 
T AX COURT DOCKET IltFIBBR 104-R 
RENEGOTIATION ACT 


/ l 
( ■ " 


r 


ReBu air-tel, 9-24-53* 

A conference was "held September 29, 1953 at the offices of the 
Austin Company, 16112 Euclid Avenu e. Cleveland. Ohio. In 
attendance at this conferen ce werel I 

I I SA (k) \ l and JOHN K. BUSTER 


for the PA TIT. OTT.UriftF 

Austin Company, I I and 


Vice-Presiden t of the 
I, Counsel 
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for the petitioner. 

It was the purpose of this conference to stipulate accounting 
data in preparation of the trial of this case in the United 
States Tax Court which is scheduled to sit in Cleveland November 
9, next. As a result of this conference, the petitioners stated 
that they would concede that their excessive profits for the 
years 1941 and 1942 were $1,300,000. Petitioners further de- 
cided that they would make an offer to compromise, stating that 
their excessive profits for the year 1941 were $200,000 and that 
\\\ A their excessive profits for t he year 1942 w ere $1,100,000, for a 
.( F \ total of $1,300,000 profits. l at this time stated 

v* \td that the petitioner should make this offer to compromise in 
) d* writing to the Attorney General. Counsel for the petitioner 
V r ^stated that they would within the next few days send a formal 
offer of compromise to the Attorney General admitting their 
excessive profits to be $1,300,000. It was also decided at 
O^his time that in view of this offer to compromise, the peti- 
i oner’s counsel would about the latter part of October, next 
t petition the Tax Court for a continuance of the case set for 
November 9,. next, in viex? of the fact that a compromise in this 
v case is now pending. 

] after this meeting, in conference with Bureau 
Agents, stated that he believed that this offer to compromise 
this case of $1,300,000 was an equitable one, inasmuch as only 
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Package 

n C$-r 


Vjv 


•4! 



b6 

b7C 







Director, FBI 


one case concerning cost plus fixed fee contracts had been decided in 
the Tax Court and that profits of 3*7 and 2.9 per cent respectively were 
left to the petitioner in this case, namely the Press Steel Car Company. 
The petitioners originally had stated that they believed their excessive 
profits fo r the years 1941 and 194? were no more than $500,000. i£r« 


|felt that if this case went to the Tax Court, in view of the 
fact that the Navy Price Adjustment Board had declared excessive profits 
to be $2,400,000 which left the petitioner only a 1.33 per cent profit, 
the Government had a very strong chance of losing this case. This case 
has been pending for nine years and if the Government would lose this 
case, the $500,000 which the petitioner has paid to the Government at 
4 per cent interest for nine years would be approximately $180,000. 


| | felt that because of the accounting data and 

information prepared by this Bureau, he was able to convince the peti- 
tioner at this conference that their excessive profits were in excess 
of $ 500,000 and hence the petitioner made this offer to compromise of 
$ 1 , 300 , 000 . 
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In view of this offer to compromise and the likelihood that this 
offer will be accepted by the Government, the exhibits now in the Cleveland 
Office of this case are being forwarded under separate cover to the Bureau 
for return to the Department. 



Hi ^ r ■ y • — - !*"V> 

.7 . T^AL BUREAU 0# INVESTIGAT , '•*■-*'■ 

/./,: d&TES DEPARTMENT' OP JU y;j|^ • 

To: COMMUNICATION^ flON. ' n ^ '1 \ ^ 

JANUARY 13, 1954 \ pi 

Transmit the following message to: . _ _ \ / 

SAG, BALTIMORE / K 

rjj SROfOTABT TRS'HAVY, TAX COURT HO. 


amTBL 


MAIL 




' 104 -zf, DmsSOH R3^STS3A.«rom 
^.BUSTER* RESIDENT AS&Ff, HYATTSVlELl, MARYLAND, REPORT 
^ WASHINGTON , D. C., TEN A.M. , JANUARY lB, 1954/ FOB 

CONFERENCE OF AP? ROXIHATSLY TWO DAYS* DURATION WITH CIVIL . 


AND REK*3S80TATIY3S Of 


. DIVISION 



- DGPARTMaLT OF NAV3F AND RjJMGGQTIATlOB . FOARD*. SA RDSTER SHOULD -y7 
RS3P0RT ROOM 4716, BUH 2 AI?, PRIOR TO CONFERENCE . ' SUTEL ' ^ 

BV-IRDIATSLY IN SVEUTSA BUSTER NOT AVAILABLE. 

7 '■ • v ; 7 -„ y ■-; y * ' '■;•-■ 7 » ' y yy : ' ; .-■ ‘ ’ , rqo.vsr •- ■ 7 7 7 ' . . 

v 46-14692 • 7 r';: 7 ; ,7 7' •7:; ; ' y-'y.' \';.y yyy-y ; 

CC: MR. GLAVIN .. ,i C 7 : V, 7 ? »**'’• - ' 'Vy- 7 ' y 77 '- ' 7 : /; .'• >- ; '* 

t. cjmdige .. ’ . -‘ - - / ". v- - ; • : ■ •' ■ • 7: 

" *fX ' - < 7 y , \ ; fc , - * ; 2 ‘ ' ' /: . , , 4 

• NOTE* In. . t?hi s' base,; ''petitioner has filed ^suit for r e determination. 
-7 of excessive profit sin the amoimt ,of ,| 2 , 1 |: 00 3 000 ’. SAjohn': 

A • Buster, |j°W: assigned to- the .■ Hyatt svilie • Res.i^den'tyAgeh'c.y,. 

:* y -conducted; a"' comprehensive- apcoTmtih^yThves.tiga^bn ‘-in thisM 

case- during the time he was. assigned to Cleveland, ' Ohio . 


>l* s^ \ ‘ ■ 

rO- 


Hftrb o \ -ii 

.... VT 


Laugh U n- \> \ , 

Kcfo r H v $ 

.Tele. Ra". \-l 


7.' y-y - V 


Pff.hSll 
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,, c w um . 

% « J-'-jfeiiBfo'' r s :y k'^-4- L l* &■-■ 
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SENT VIA 



STANDARD FORM NO. 64 


Office All/: ® ium • unite 


" \ Mr. T^Is^n_ 

?F--y GOY^lllMEN^ 


J* Edgar Hoover, Director, 

Federal Bureaa of Investigation 

Warren E. Burger, Assistant 

Attorney General, Civil Division 


£ M * J?’ ' " 

DATE: Jan* 11, | W_'$b 

i m •. ’ 




l&V, 


■WEB:JHP:dsb 

152-101^ 



jj Mr. Tr ...r. 

!j * v *2\ Wlsiiiyjfjjovrd 

lit Vr ' r- 

I Hollonaan„ 

y Miss Gandv*. 


subject: The ^Austin Company v. Secretary of the Navy* / iHf? Ho1i °- 

Tax Court Ho* lOli-R* / | ia ? s Gand; 

k==== 

A conference has been scheduled for January 19, 195& with b6 

representatives of the Department of the Navy and the Renegotiation b7c 
Board in order to discuss petitioner' s offer in compromise proposed 
to the Department in the above entitled Tax Court renegotiation case. 


Special Agent John K* Buster, resident agent in Hyattsville, Md,, 
examined petitioner' s books and records and submitted several accounting 
reports which will, among other things, be the subject of the con- 
ference on January 19, 195U« It is requested t hatjSpeci al Jlgen tJBust er, 
be instructed to attend t hife conference and^urther t hat, heJbe_in-— 
struct ed torebort^Eb onrJ I Room 313^, Department he 

of Justice Building, at 10:00 a.m« on January l5~. ^ 195H* f^is^ eljLe Ved” b7c 
th5.'1 T~6ne" d'aY 'of conferrin g between 'Mr* Bust er and' 
be necessary in preparation for the conference onjanuary 
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STANDARD FORM NO. 64 


# - • 

Office idum • UNITED SliiiES GOVERNMENT 

TO : DIRECTOR, FBI DATE: V 

from : SAG, V/FO ( 46-0) ‘ ! : •• 

. . • 

SUBJECT: FESTTFG- REIJTICOTI A” 7 T 0 E CASES 

The following -ieneg:>tiation cases ar a presently • 
pending in .the files of ¥F 0 subject to a monthly cneck of . . 
the docket, Tnited states Tax Court; • 


TITLE 

Acme Steel Co. 


American Textile Kach. Corp, 

Anderson Engineering Co. 
Andover. i l -'otors Corp. 
jA ustlj i^Io.mpany 
Bayer Company • 

Bittner Associates - 


DOCKET NO. 

282-R 
580 -R 
76O-R ' 

836 - R 

837 - H 
731 -R •' 
369 -R 

706 -R 

3 J? 4 ~ k 


Cardinale Ware nous in.g Corp. 
Coat. Coro of America 
Coat Corp of America 
Coat Corp of America - 
Columbus Wood Preserving Co. 


723 -n 

$ 69 - A 
705-Ii 
797 -R 
377-R 
623-R 


Damson- ic Co et al 
EJA:rob 


WO KTO. 
46-2328 


; 46-2972 
4672442 
46-2314 
19 29 
*46 -‘1384 
46-2137 


40-iiUQO 

46-1596- 
46-2392 
. 46-2392 
46-2434 
46 


2229. 


Corboy Co. F- J . 

Edwards Valve. & Kfg. Co. 
Edwards Valve y Mf-r. Co. 

602 -R 
627 -R 
308-a • . 
313 - R 

Slli.-R 

46-2141 ' 
46-liiiil 

: 4 . 6 - 21 S 9 ’ 


1 r 

Erie Basin Ketal Froducts, Inc. 

553 -R 

■ • • 46-2336 ■ 


Ferro - Co-operative 

55 'o-r 

46-2523 • 


Ferris Instrument Coro 

273-R 

* 


it : \r u 

326-R 

46-2215 

, 

Finnie Company 

665 vR 

46 -2140 


Fletcher Aviation Co. 

906 -R 

46-3339 


Camel in et. al 

902 -R 

L 6-2557 




730-R 

NOT 

46 SEP- 29 1954 


46-2440 


■ V 

b6 ‘ ^ . 

b7C is* 
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^b6 lU 

/ b7C£ 
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•C ■ 

b6 

b7C 
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WFO l|6-0 ' 

TITLE 

JoLart Metal Products Co 

ir tt it tt 

it it- tt .• r». 

h. it ’ « it- 

Rename tal Inc. • • 
n »• . 

• Keystone Carbon Co . 
.Maguire Industries, Inc. 

Marine- Mfg. & Supply- Co. 
Metal Parts Corp. 

M -& Products Co. 


DOCKET MO, 

855-R ■ 

820- R' 

8i3-R 

821- R 
- 900-R 

i+82-R . 

743-R ’ 
885-R ' 

8.36 -R 
' 6ij.2- R 

771-R 

7^3- B 


jMort;nwest Automatic Screw Pro. 
Cohp. • ‘ 

Ohmer Corporation 
Facific Chain & Mfg. Co. ' 831- 
pacific-.Atlantic. S.S. Co. - - 
Palmer-Bee -Co. - ' 

park-Bloomington, Inc. 

Park' Sherman Co. 

ti n ‘ - it 

Peninsula iron’ & Macaine Works 
Perry Metal. -Products Co. ■ • 

» 11 11 • ir . 

'Peck, Manufacturing Co. 

Peck Industries Inc ’ 

Plant Maintenance Corp ; 

Poirier & Me Lane Corp 
Fortland-Facific-, Co 
Rainwear Inc. 

Regal Chemical Corp 
Tedlee Chemical Corp " ‘ 

Remington Arms Co' 

Rushlight, M. A. .Co 


798 -R 
792-r 

832- R . 

871 -R • 

898-R 

699-R 

707-R 

698-R 

830-R 

357-B 

356-R 

717- R- 

718 - R. - 

876 -R- 

tt 

833- 34-R 
704 -R 
889-R • 
■890-r 
538-r 
427 - 28 -r ' 


WFO MOo 

46r-2332. 
46 -: 2269 
46-2263 

4 . 6 - 2270 
46-2568 
46-2291 

46-2179 

46 - 2492 . 

46-1930 

46 - 2226 -. 

1.6- P 086 


46-2235 

46-2979- 

46-2219. 

46-2334 

46-2489 

46-2389 

46-2388 

46-2387 

46 - 2220 .- 

46-2333'- 

» 

46-2120 
11 . 

46-2427 

lit 

46 - 2218 . 

46-2390 

26-2483 

46-2483 

46 - 1809 ’ 

46-1608 


b6 • 
■ b7C 


sc ancti a Mfg, Co. 

Sebastian Lathe Co. 
Shanam’an Brothers : 


. 778-r 

769-770-r 
■634-r 


46-2094 

46-2380. 

7li 7 


bfiaeiier, w.A. len L'o, 
States Steamship Co. 
Triangle Rubber' Co ‘ 

United Metalcraft Co. 
i» 11 tt 


734-3 
872 -R 
911-R 
36 6 - R 
867 -R 


46-2132 

46-2327 

46-3338 

46-2364 

46-2363 


b6 

b7C 


2 



• V 


WO 4 . 6 -O . . • : 

■ TITLE . •’ ’ DOCKET NO. WFQ HO. 

TJ.S. Cartridge Co. ' 470-716-R .. 4:6-1775 

Virginia Iroducts Corp ' 692-R 46-2063' • • 

Weeks Stevadorinsc Co 479-480-481-R 46-2221 . . 

White StasMfg. Coi . 677-R " 46-2062 ’ : - 

Wolfe Construction Co 501-R ' 1i6-1789 . b6 

I I . b7C . 
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Warren*!!, Burger 07 Generft:L March 10, 1951*. 

Director, PBI . 

■ ■■.■■. ■ . : 

ta of the Havy , . - 

REH 2 S 0 JIAT 1 OH act 4 ” ‘ 

lft the above^oaptioned in0aiQr ^ rt 4^ dated March' 3, 1954, 

Bureau account?^ nfv» y0U ?4 i ? anills c °P ies of 

Act cases to the^epa??wLfc of ^L ?l^ P ^enegotiatioft 

General Services Administration^ ^ h Lna 2 fm A «? P ^S ent Kavy, 

Reconstruction Finance Oorporation ?^^-^ ° £ Oo ® el,c *» ! and the 

reviewing offers in ^coapJoSisS ' ^riv?^^JL2 onslderatlon ^ 
procedure advisable. m se * providing that you deem such 

Bureau ia whore copies of V . 

Oirt 8 i 0 n/thraeTOcv ? Srolv«rt a e eftoloa by the. Civil, : , 


66 - 6200-^6 ;. : . ' ", 4 ,• . -■ ' • * ", ^ 
«eot,'U|^li4692-, ■ ; •-, ’r - • ■ ' rt'\\. . ’. ' : . 

- * . , - , , *~ t • 0 

- • - Iarr-^ t ? Ch n5>, mem0 ^ a ? d ^ ra dated 3-3-^ from Assistant-- Attorney General ? 

: • Sm I?" Burger points out that in cases arising out of thl ? 1 

aSlrr Department 5f Cwe?oe and the Se SY ioes Administration, 

ciegg 'for their tiQA ^ Reconstruction Finance Corporation 

; |S= fiengetla?!™ tn .eompromiae arising, oSt , ( X 

It v — “ r — V euIow 1 Continued on next page) 

Vinterrowd — CTtTMj.cirh I DUPLICATE I , 

Holloman j MAR 1 11954 I ' ' ; 

MisS Gandy _ L - - MAitEQ I 


52 MAR 22 1954J 



* 


These investigations anise from requests by the Civil Division. 
The reports are of an accounting nature in almost every case, 
and the investigation is generally confined to a determination 
of the petitioner’s profit and loss on rehegotiable business - 
for the year . in question. It is felt administrative handling 
may be saved by giving the Civil Division blanket authority to 
loan reports to the agencies involved' rather than authorizing 
these matters on an individual case basis. As stated above, we 
have already furnished them authority to loan reports in these 
cases to the Renegotiation Board.- 


Ur* 4 , Edgar 800W?, Director,' |&rch 3, 195k 

Federal Bureau of Investigation. 

Hr* Viafrt£t-£v Burger, Assistant . . 3jS8*J8F*dsb . 

Attorney General, Civil 2& vision* IDiHS. 

■ O : .' . • ’ '_• - - 

The Austin Soittpgny t. Sac* of th aSavy* - . • 

Tax Court backet ha, 10k-E. 


In the above entitled Tax Court renegotiation case the con- 
tractor has submitted an offer in comoyesaiee to the Department of 
Justice totaling £l,$00/d(Hiia. lieu, of the determinations of 
excessive profits for the years 1910. end 1 91$ ntade bythe iftvy 
Fries Adjustment Board in founts totaling $ZihOQ, 000. fh# ; . 
^apartment. of the *vhvy has been requested to provide us with a 
recommendation with respect to the offer in compromise. 


As year files ’Hill indicate, you have previously provided 
the CjLvil Sividlnu Hith blanket authority tp loan accounting . 
reports to the tierngotiatipn Board in cconectlon Hith cmaldering ’,. 
their recoanendntionu oh off ora in ccmprewisa yubnitted to the; , 

' Ikparfcitenfc renegotiation cases arising under the 'ISenegotiation 
Act of 192$ *- She Ecnegoiiatiixj Board is the statutory successor . 
to the ftar Contracts Fries Adjustment Board stoihh" mm .. the ••oetsir- 
tnLnations of excessive profits under the loaegotietion- Act of 192$ • 


However, uetes^inationn of excess it* profits aaos- under the 
Hetiegctistlife lot such as. arc involved in the above' easel ! 

i -wdi'.hy the Bepsrt^cjnt o f iia^i'-^epartaeat. of the Artayi ' ■ '•; 

spd other departments. n‘«ued : in that Eencgotistlon Act;. . Consequents 
recommendations. on offers in caapruniso arising under the Sene- -, - 
gotiation Act of l&bfc HtH not he 'm$&- by the fefiCgatihtion Board. 


. In ylovf of the., above ho request t nut the Civil division he . 
provided with blanket .nut4trity,,to loan accounting' reports 



the; General icyvieen Muifiistration, ; the Ccauerc* 

(successor to the Haritiue Administration) and the Seocnstruction *.. 
Finance Corporation for their use in evaluating offers in compromise 
and preparing their recoaisndatiais 
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FEDERAL BUREAU OF INVESTIGATION 


Form No. 1 

This case originated at WASHINGTON FIELD 


REPORT MADE AT 

WASHINGTON, D. C* 


DATE WHEN 
MADE 

3/7/55 


PERIOD FOR WHICH MADE 


3/1/55 


Tnus TKE^luSTIN COMPANY v.. SECRETARY OP 

THE NAVY, Tax Court Docke_t Number iQjj-’H 


REPORT MADE BY 


DLS 


EDWARD J. ARMBRUSTER (A) 


CHARACTER OF CASE 

- . RENEGOTIATION ACT 


SYNOPSIS OF FACTS: - ' 

Docket of U. S. Tax - Court reflects that .on 2/16/55, the Court 
entered an order that excessive' profits for the years 19I1I and 
. . 19i}.2 _ amounted, to #300,000. ,and #1? 200, 000. respectively. 

Previously, the WCPAB had determined that’ the excessive profits 
for the years, in question amounted to $14.00,000 and #2,000,000 
respectively. /w rf ■ A ^ 

... ■ . ( * 


U\ 
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v i 

3C' 

tfcL 

, <? v 

5— « 

CO 

o . 
h 

■ CO 

4 H* 
</5 



DETAILS: AT WASHINGTON , Dy 6. : 

A; check of the’; Docket in the OfficV of the, Clerk, , , 
United States Tax Court reflects that on February 3l6, 1955, ’ 

thegCourt^entered an order, based, upon a stipulation, that 
the~.exees&ive’ profits on renegotiable business -for' the years 
194^and pJ+2 amounted to #300,000. and #1,200,000 respectively, 


C?** 

O 


- CD previously, the War Contracts Price , Adjustment Board 
nad Tie taasnHned -.that the. excessive profits’ for the ,^ears in 
question cm renegotiable business amounted to #Il 00 , 000 and' 

#2, 0S0, OOOgrespectively . , ‘ . ... . v 


«cc 


CO 


COPY DESTROYED 
197\MAY 6 1970 


) v - 1 


Vi 


APPROVED AND "/ -7^ SPECIAL AGENT 

FORWARDED: /\~‘f IN CHARGE 

DO NOT WRITE-IN THESE SPACES 

- . . ; ; ' ^ . ■ 

^ /#£ 9,2 « 3 S~. 

RECORDED -70 

COPIES OF THIS REPORT _ 

@)- Bureau (i4.6-llj.692) 

1 - Cleveland (I46-7S3) (INFO) 
1 - Washington Field- 

# ^ V ; 

\ . 

ji 

a- w 7 te- 5 b , | W*> 



TO WHICH LOANED. 


U. S. GOVERNMENT PRINTING OFFICE 16 — 59255* 3 



WO 4:6-1^29' 


ADMIHT STRATI VS mm ■ ■■■ 


KYYYOrie copy *. of : -tHIs;, report la being designated fop V* V? 
•tKe Cleveland Division to complete' its file on this -investi- 
gation nijsich was cbndpeted i>y; that- ' offipe." '• : ‘ 1; 1/: - ■ > /• 


Rl^SRSHCH! : :• Report of SA. ( A), - lORl'I K : ; •• RCSTSR dated 7/27/53 , .At 
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FEDERAL BUREAU OF INVESTIGATION 


fWnx^o* ^ ____ TsjuenTyTP*?^] n 1 fV- 

THtS CASE ORIGINATED AT U ai j i* • , w * 


FILE NO- 46—2008 


RgOQ T MASK AT . 


DATI^MArt - ^?S 2 k 


* rflASHKGECli , D> C« j 12-21-49 - |12-l6-A9 

W'y™ i. p®otsu., ST 7 t. msjr.jw ^ 
v0\ - * SECRETARY > OKI! ED SIATao NAVY DEPA^KEKT , 


I RoojrrjaAOCBY - >>• * *' •• ‘ j 

EKfARD J. AHHBH 03 TSI (A. 


I CMAKAGTES Of CA5Z 


n\T APT 1 
HStUiAjCiI X A. i -iv« 


mi v r»r»nc? 7 ' Kfl 

X AA Twr.otC^&T 

| T TP tt A i) V • 1 vi ft i i f 

\j A* F* C^jJ 0“ ^AxL j * — y t — zr « -X#-n \TtTt >?P 

t 1 SECRETARY f offl STATES h*Xl UETAiu*^ > 

\* I TAX COURT NO. byo-o. 

\\ SYNOPSIS OF FACTS: ^ 
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On December 7, 19li3, while you were' out of the city of 
Washington, I met 15a der Secretaiy J ames V£%orrestal of the Navy=a&- 
hi& office, and he expressed great interest in the*Bureau*s work in 
America* 


'Mjf. Ladd ^ I 

r Mr. Rose ra* * 

Mr. Tracy^ 

-Mr^A^er s 

~Kfr. Carson , r 

Mr. Harbo 

Mr. Hendon 

Mr. Mumford 

Mr. Starke^ 

Mr. Quinn Tamm_ 

Tele. Room 

Mr. Nease 

Miss Beabm 


The two countries in which Mr* Forrestal was greatly interested in F 
were Mexico and Argentina. He expressed grave doubts as to the sincerity of 
Mexico *s expressions of cooperation with the United States and based his con- 
clusions on the fact that the Mexicans had refused to peimit Am^ -H capital 
to take over various businesses formerly belonging to German nationals in Mexico. 
Mr. Forrestal stated his banking friends had told him these various corporations 
are now being held by Mexican “dummies” who at the conclusion of the war would 
return the properties to the Germans. 

With respect to Argentina, Mr. Forrestal inquired as to whether the 
government of Argentina was as hostile to the United States as the American 
press stated, and ,if so, what did the Argentine government expect to gain by 
such an attitude ? 1 To^" the s e questions, the writer answered, .that the American 
Ambassador, NomarttAimour, had told me that he was completely disgusted with 
the present Argentine government which would do anything if it could publicly 
embarrass the United States of America. I added it was common gossip in 
Argentina that the present government hoped to remain neutral until the end of 
the war as it believed after the war the United States of America would completely 
forget the Argentine’s failure to break relations with the Axis} whereas, if it 
would break relations with the Axis, Germany and Japan would never forget it. 

Mr. Forrestal inquired as to whether the Argentine thought the Axis was going 
to win the war. I advised him that there were no indications that there was such 
a feeling in Argentina, £{' /\ / wr* 1 ! 
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In additiop^to these two countries, Mr.' Fo^est^-ihquiTe’a ^“"H| 

whether the NelsortfRockefeller organization was as inefficient as* it was 1 * painted i 
by Senator Butler/} to which question I made no answer ptheir than tb say I was • 
in no position to pass judgment on the Rockefe^^y CcmMtthei ~ I; 


Sto^stal inquired as to the popularity in Latin America of Vice 
President Henry/frallace , z told him that in the course of jy trip there were r. 
no indications 'as to whether Wallace was popular or unpopular. Mr. Forrestal % s 
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Memorandum for the Director 


inquired as to whether I had heard Wallaces "performance" in Peru (meaning 
Wallace’s attempt to sound out public opinion acting incognito, which greatly 
enraged officialdom in Peru)* I answered Mr. Forrestal that I had heard of this 
incident while in Peru. Mr. Forrestal then stated that he had understood that 
Milo Perkins* organization had made a great mess of their job in Latin America; 
to which I stated there were several instances where members of the Board of 
Economic Warfare were attempting to act as "amateur detectives'* and that in 
several instances I heard there were entirely too many members of that organization 
in South America. 


Mr. Forrestal inquired as to the cooperation throughout Latin America 
between representatives of the United States Navy and the Bureau’s representatives. 
I told him that generally speaking representatives of these two government agencies 
got along extremely well with each other* I cited the instance in Argentina where 
the Bureau’s Legal Attache and the United States Naval Attache, acting in concert, 
were able to bring about the seizure of contraband platinum and the arrest of the 
smuggler off the coast of Gibraltar* Mr. Forrestal then inquired as to how the 
Navy was doing their job generally throughout Latin America j to which I again 
answered I had heard no adverse criticism* 


Time and again during this talk with Mr* Forrestal he expressed 
admiration of the Bureau's ability to adjust itself in foreign fields and to 
bring about the results which it has. In addition, he stated he was glad the 
Bureau was more and more taking over the complete domestic intelligence field 
and that the Navy was withdrawing and cutting down oh its personnel in ONI. 

He added that the writer should get quite a "kick out of this" inasmuch as the 
writer had recommended in the fall of I 9 I 1 O to Mr. Forrestal and Secretary Knox 
that ONI’s domestic intelligence field should never be developed any further 
than a small skeleton organization. , 


During the course of this conference Mr. Forrestal exhibited to the 
writer a letter dated October lit, 19U3, addressed to Ferdinand Eberstadt, 3 9 
Broadway, New York City (Mr. Eberstadt was formerly Chairman of the Army-Navy 
Munitions Board; then Vice Chairman of the War Productions Board, who in the 
spring of 19it3 was forced to resign from the Tfar Productions Board due to an 

and others in that organization) 


ad mini stration fight with[ 


Mr. 


Forrestal stated that this letteir had been forwarded to him by Mr. Eberstadt 
from New York City with the request that Mr. Forrestal advise him what action 
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Memorandum for the Director 


I mention this to you in this memorandum in the event you should run 
into Mr* Forrestal here in Washington* The letter itself Trill he forwarded to 
the investigative Division with the request for an appropriate investigation 
inasmuch as there exists a possible violation either of the war fraud statutes 
or the bribery statutes of the United States Code* 

in conclusion, Mr. Forrestal advised me that in the event any matters 
of a procurement or investigative nature should come up of interest to the 
Bureau where he, as Under Secretary of the Navy, could be of assistance, the 
Bureau should not hesitate to call upon him to help. 


Respectfully, 


Hr. Hoover 




Do you thl-nlc the three of us should 
lunch, or shall I explore it first 
uith Ed? 



febsot kh mz cons 


HI izmsssfib 


Honorable Jaass ?* Forrests! 

Under Secretary of $&» l;svy 
K&vy £epart®enfc 
ISgahingtoti, 3. G* 

fail? sJiffis - 

As of possible interest to jm, there is attached 
for your strictly conJteiSatial inform ti on & messofandsa rad- 
iating to the origin and history of ibis Bur am ’.o Special 
Intelligence Service in latln teeriaa. 

%e infcraatios is this m&mva ndmt is also indica- 
tive of the aecocplishments of the federal Soraas of Invest 
tigation in lieatem Eeniapher© intelligence operations, 

Kith best nfebes and ItlvsJ regards, 


^jaeerslsr yosrs^ 


Attat&nenlT 
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Bon tumble Bancs 7* Farresial 
Tno Under Secretary of the Bang 
sashinrrtan^ £. 0* 

Sear Hr, Forrests ! 2 

X wanted to drop non this, personal 
note to express the aarrsh Of rzyself and ny 
Gccociateo on the passing of the Beeret&ry* 

17 e of the Federal Bureau of 
Investigation regarded him as a true friend 
and will ntss hits in the days ahead* Hare 
important than that s a nation has loot on a 
of its truly grout citizens^ and X did want 
to extend to you and his associates in the 
Ilamj our heartfelt sympathy in this hour* 

urith expressions of uy highest 
sateen and admiration $ 


Bmcer&xy^' 
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May 11 , 1944 
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BF SPECIAL HESS LEG EE 
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Do?. --!.' v, Srjt 


Honorable James V* Forrests! % t * it rated 
ftcmy Department £er FQI?a Recmest 

uGOhingtony B+ C* 




t t 


Ull!’ P‘ 


Deer Jim: 

It mo -a real thrill to see th& 



■■'A I. I*n0w that" this- ia a real source 
of gratification to your nan y friends* The 



years* r A Imoio you Mill* tat e your am office 
with tU# aftne dsierninaiion end enjoy the sane 
success fchidft has nartad your career in t, the 
past* '« -,-rt »s* ’ - '* 


.' 4 Xf <r$ driu - tine 1 cm suer he c’f 



* 
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U$itj~p&prcrs 8 i tins ' of my highest esteem 
and admiration,,' 
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V*ia Honorable 

Vha Ooqtotary- of the nttr* 

Washington* £> c, * ■ 

-, ... i?- 

■ . -** i 
" * ■, 7> - • 

l& dmr nr, Secretary: 4 • 

| f' 

;;F*v 7 • 

M/S 3? 

• 4 baa boon prepared by this Bahatu 4 ^ 

* . ' ■ * ■ ■ ■ • 

. r t . ‘ ■*> - 

^ , 3 

c v ? ' n 

V,' • . •■ 

V } f.y v : ft ' 

• fincoroly yours, 
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£*-. A, Tamm - I 
/'YaVS. \ ‘ -*T— ’.V. /' 
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Coffey 
OlaVirr 
Ladd; " 2 
Nichols 


Rosen 

Tracy 
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^arsorT ' 
feii'lon™ ‘ 
-'umford ‘ 
r one s ‘ 
iUlniTTaam 
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BI SPECIAL HESlSKGIK ft; 


t?ife Honorable James V. Forrest al 
ffSfe Secretary of the Sa^Qr 
: Washington, B* C*. • ! . . • V •=.;-'. 

* Dear Jims 


' $9 ft ft . ' 'j 

’■ . m -\ - • 

; ; -' ^r— — ' ' " : 

.': Deleted Copy ^ertt' 

, by Lt- ttt-Z 1 PCied ;/, 

Per -JOIf'A Request - ; , < *,. , 


As of possible interest to yam, there is transmitted 
herewith a copy of a monograph prepared concerning Guatemala# ' ••* 

The information contained therein has been compiled 
from data based on reports received from . confidential - .apd jre* ft, .,-v ft ftft 
liable ■ soar ceg. . - • ■ / .ftft'-ft; [<',■■. ft . ft.- J V *• .'ft:-: ft \ . ' -?} 

•* : ‘"ft ^Sincerely, ft; . . - ftft ft.Y ■' 

• > * ■ -ft*' "vm**' ft * *' r ' * ft 
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July 1U, 19l*5> 


Deleted Copy Seat 
by Letter Dated _ I’J-'liJ 
per FOIPA Bequest ylMM 
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£i / Honorable .James V. Forres tal 
v W ; iy Secretary 'of the Navy ,\c 
^p Washington, D. C* 
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SPECIAL :&SCB2|QER 
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Dear Jim: - • • 

I thought you would bo interested in being advised of 
recent political developments in the Island of Martinique, , 
particularly ip view of it? proximity to the United States, 
functions on that Island in June, 19hS, disclosed a pronounced 
leftward trend, la Fort de France, the capital of Jlartinique, 
twenty-nine Communists were elected to a thirty-two-iaan city 
council. 

In so far as the entire island is concerned, the 
Socialist Party carried eleven combines, the Eadical-Socialiats 
carried seven communes, while the Communist Party carried three 
communes* . . .. ' - . 

. The island is headed by a ’ ranch-appointed governor 

• ‘ but its administration and "election laws are the same as those 
in Franco, 

•' - t 


'Ihe population of 'Martinique, is 250,000 of who# 

9,000 are white* _ * - y, 

pra?^ cai:i y all of the land on’ the island is: owned - . - 

by&Iteen French f ami lies and is devoted to sugar plantations,^,' ^ " 
which are subsidised by the French Government, ("Daily Wo^er^ jiSe^O, 


Sincerely yours. 


)Dub 


y, - ■ 


. > 


■ ' \a\i m\iV. 

* {Tolson # w * 

. E. As. Tamm „ O * 

• Cleg g ’ - * 1 • ! V ■? . hi. (, 

Colley -t If 

Glavin ■ & 5 u 

Ladd ' 

Ntchol 

, Rosen 
Tracy™ 
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liSSwrCU^ytS- INSTIGATION „ . 
OUt-25 J945 
y. s. vm# y aMMI'CZ r 


: •jjf uimnmwii , 

• Heo4° n , 


_ Penningto n v „ . _ v 
. ^Qu Inn VPan fo** - : ^ ^ 

. Nease (j_ a 

Miss Gandy 
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' Washington 25, D. C. 

Dear S ‘ r: 

We are revising Secretar ffijrrestal 's^ddress list and I shall appre- 
date it very much if you will fill in the attached card and mail it to 
^ me as soon as convenient. 


XT 


/ 


* 


J *? 
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July 88, 194? 


Bono rable Jane s J^jfarre&tal 
SSCiF Prospect Avenue 
Washington* 8* £* 


J'L 4- * 


pear Jim; 

X wanted to extend you uy heartiest 
congratulations on your designation as 
Secretary of le fence and the speedy con- 
firmation which followed your appointment, 

"which in z&y opinion is a real tribute for 
a job well done and a wonderful performance 
of public service. 

t f at any tine I can be of assi&tanco, 
either personally or officially , X do hope you 
will not hesitate to call upon tio. 

With best wishes and hind regards, ^ ^ 


*r 
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Sincerely, 


Deleted Copy SentJ 

t otter Dated 

V ‘ i 
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ur. Tcilson 

vr, E. A. Tana_ 

Hr. Clegg: _ 

Ur. Glavln 

Ur. Ladd. 

Ur. tilcha-l s 

Hr. Rosen 

Hr. Tracy 

L'r. Care o a 

Ur. Egan 

Hr. GOiXaa 

Hr* harfco_ 

Hr* Kcndon_ 


Hr. pcnnitig^oiTJ 
Hr. Quinn Tara „ 
Tela. Rcon_ 


cc; 


LBIfihbm 




*j?j * 


Hr. f=> 

Hiss Bcai^T^OS; 3 *» 
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7°AR0 FORM NO. 64 


yfBce Mer/lm miuMWl • united sta. 
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^VERNMENT 


FE.OM 


SUBJECT: 


D. H. IADDl 


L. I. IAUi 


July 31, I9h7 


mL* 

4 


Article, /in July 28th issue 
S& th^^jJy Work er entitled 

Reich,” 

by Ar^Melds. 


Ur. Tolson 

Ur. E. A. Tam“ 
Ur. Clegg *" 

Ur. Glavin 

Ur. Lad d 

Ur. Nichol s 

Ur. Rosen 

Ur. Tracy 

Ur. Carso n 

Ur. Egan 

Ur. Gurnee 

Ur. Harb o 

Ur. Hendon 

Ur. Pennington 
Ur. Quinn Taaxn“ 

Tele. Room 

Ur. Keas e 
Uis^golcaa 


Inasmuch as there is no information in the Bureau’s files con- 
cerning the source of the material contained in the above article, I tele- <- 

phoned the New York Office at 10tl5 A. today and, in the ahganna <->f I 

ASAC, Belmont, talked with| | I asked | 

to check the files of the New York Office to determine whether they contains 
any information relative to the source of the material in this article. f 
I also suggested that inquiry be made through various confidential source® 
available to the New York Offi ce in an effort to develop some information/ 
regarding this matter. I told l l that for his confidential^ 

information the Bureau had been contacted' on this matter by the Special * 
^Assistant to Secretary of . the Navy Forrestal. 
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Captain j» H* Berry 
Social Assistant to the Sssmtesy 
Office of the Secretary " 

Jteparfeaanfe of tfeo Wavy a + 

Washington, B, 0* 4 Deleted Copy Sent, 

- *t)Tr ie x .*ts:cP&iea 

Soar Captain Sorrjrs ? er s'OXt'AEea.uest 


,4 




_LL 








With regard to. your letter of 30, l&7i ^ 

regret to advise that tre have no information ©a tho soars® 
of tho ssa.tbi'isl contained ift Art Shield article m saggy 
oao of the July SSth'ioouo of the- s,< Brdly Werk0r« w 


. Wa have dovolopad information# however, indicating 
that the l} Sai35r Worker 9 ' for August 3rd, m page three, trill 
earrr ensthar -article oa Secretary Forrsotol, Shis article 
, it is our unisrstaading, eats forth tho soaresm frea whoa • 
'tho inf option was obtained* for eaa^ld, it aJlafi^diy '" 
quotes forse? S3or«tCffl7«of tho S&amtsr llorgenita* the iMt 
Straat Btoeetory* Sonata Ccasaittce hearings, ISocdy’sJ 
Encyclopedia, the Standard Well Street Guide, tha &s torls 
Ttoss, ,and tha AataHean Cfovernaant SfosKty* 


^_ji| ^ * • *\ ~ 

Wo phall he alosi to tho pessik, Itty of obtaining 
v „ additional information concerning this matter and, to. ths 
.event iK)9 are successful, wo shall of course bo pleased to 
advi.se yoxb. 


rt 

•m fy 


iU,o£SiCfCl 10f» SEGl iOd 


ED 


Ur. Tolson 

Mr- E. A. laca ' 

Ur* Clegg ~ 

Mr. Olay i n 
Ur. Ladd 
Ur. Nichol s 
Ur. Rose n f 

Ur. Trac y 

Ur. Egan 

Ur. Gurne a 
Ur. Harho 
Mr. Mohr 
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A*TA « ^XU 

Ur, Pennington^ 
Ur, Quinn Tana] 

Tele. Roca 

Ur* Kease 

Miss Gand y 



Sincerely yom*% 
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See Page 2 
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15 Years Ago Today-Attack on Bonus Marchers 


On July 28, 1932, World War I veteans were driven from 
Washington with tear gas and bayonets. Tfe orders were given by 
' l Al> l >Ie Herl>ie Ho< >vcr and executed by Coital police and troops 

under the command of Gen. Douglas MaVrtbnr. (See Page 6) 
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Forres tal Helped Re-Arm 


1 James Y. Forresta l. the 
new Secretary ofNational 
Defense, had a. major part 
“■ the 

—IMPy and the p romotio n of 
the German war trusts. 

' a 
detailed story of ^o^rq stara 

with, the 

• J eE ^WW^eii;jn|iext 

the 

^stc^^Kwith the 
in the 
years of the second 


ia a 


restal, the forpr president 
of Dillon, Ret & Co., the 
international banking 
house, hag-MnOJCmous. 
UI^W^nTthere- 
vivalof theerman w.ar 
4£UgJ§, that Hffso^much 
to»Wish. 

■^hls^ir thinan whom 
President Turn an has 
BlaSSLJS^S^of the 


woWsS^^erialist 

■ •- w-. MicatMum ittwJ 


piI t 3 ' 

and troops for strucebreak- 


m 


ing- duty^^ 

.3 5EBg? appointment 


also bmiesno goodto, Latin 
^ragrica ATTp^tneTof 
Dillon/Read & Co. he help- 
ed float hundreds of mib 
lions of. dollars in Ioans to 
buttress the most reaction-- 


in ' the 

great continent to .the 
South. 4 

^^^^^mments that 


since been overthrown. And 
many of thTl«*Ameri- 
can bonds he helped to float 
have been repudiated, with 

sSBlaaHtfisi 

•jxgmgsM 

^But F orrestal will now be 

,.12~ " v v ' ■* P 


iefcfe 

j • 

-®r- - 1 r: 

position to arm every re- 

5 mvcC!? ^ 


Brazil alohe^ot^more 
? an $130,000,000 from 
mdicates headed, by For- 
stal’s company i n tha 
#7 and mid-1920’s. 

,/ Continued on Back Page) 
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in : w-wdt hmmnmi , i% ovoif f f & ^ 

Standard Oil representatives yesterday joined the operations . ... jsssjssss s ^ps^^s= ^^sSs=s=s=ssssssss s' 

ofth<$ Dutch air and ground forces in the war against the Indonesian ' ^llL' - ~ i- ! • if ' " j| 

republic. American officials of Sd<iony-Vacuum, Standard Oil sub- . . Ji/0& ' f)r />*,*-* I 

sidiaiy ill foreign lands i, tray eMngwith; the Butch army, reached the “ '*• ‘ ^ || 

Socrfriy oil fields in southern Sun^tray^esW^ay,, and are 'Baftlin^V ; . «;"• • ’’ . ‘ ' II' 

against Indonesians who are . sedrehing the earth m an effort td. v ,,7 
stem the advancing. Dutch columns* ' . - . • - . . t, • r ' ' 

The Socony-Yacuum.-fields at Pendopo, 60 airline miles:' " !,|» 

southeast of Palenibang, were captured twodays ago by two Dutch/ - , , . 

columns.' lyp other captured the British .owned ]Royal' -' •; .7 . : if .' [ 

at Talai^ffjih^;,'^ ; . 1 . «■■■" ■' ■’ *' - ' •. .* 

Flying in a U. S. made Dutch air force bomber, a B-25, o J " - 1 . s^jj ;'!' j||'’ ‘ * ' *' 

Standard Oil agents f lew reconaissance over the Sjocony fields and '. . * -;■=•■ ' • - . J;. 

saw clouds of black smoke- rising 4,500 feet. They inunediately; SBcsasa*sll •* 

made radio. contact with Tom 5 ? , ~~ — ~ — — — - '~~~r ... • ~T~~ . — ■-■■ ' ; — — — -- — 

r\ . k ’ . . . , scorched-earth demolitions carried Bandoeng;; which the Indonesians m ^ # # 1 m*** A ,j i B * w 

Conger* .New Orleans Iieia out p r j 0 ^ to its capture* said they recaptured yesterday, anti §£§*| I 9 I |£M * 

superintendent for the S<J- Tegal is 87\miles wes.b of .Sema- from MWJaW*, 1* mH«* southeast Q| || |Sn Ilil?||nSSS DllOCS M . 
ConyrVacuum Oil Co. here, fang, tbebig, Dutch base In Central Of Bandoeng. ... t ~ . ' ; j , ■ 

* ** Java. A^putch communique admit* The Netherlands .forces were ■% I •! I# Q > |j%r II 

Who was directing efforts t <d Republican forces launched a -withdrawn, .-th^Dutch communique I# A§%ni|9^||§f M kf 0,||9*gUl- 

agalnst the Indonesian .guerlUafi- ground attack in the eastern part saId> ..jn conii e ctidn w i th ftesh du . i lCMilllUl B ill Ul Itllllfl 

scorched earth tactics. dl Semarang. 1 • . . . ■- v loro * : ' ^ w c j\ 

A Dutch airforce officer -in the Dutch - troops clearing out the Ues * 3sewh 7 re - . By George: Tate ' /< ' 

.plane said the fires must have been easten t outskirts of Semarang, iIONlJON, July 27.— Big Business here launched an at- 

set the night before. “The Repubh- commun ^ ue said, were somewhat .'j^utch' 'bulletin said, although “heav- against the government's social \ service, program, call- 

cans must have infiltrated dilring hampered by Republican artillery i e r resistance than usual*’ was met ing for ab&haonnieht of all nationalisation plans, and eil- 

the night,” he said. - < .fire.-. y. /•* there. ; ■_ , dorsing the ^wshaU plan lor ‘‘the f-: — r 

Major Dutch strategy has* been DDTCH 'SP E ’ FEB " ' . 7^®Didohesian.cnmm1i-niflue rehabilitatioUbf the Ruhr.” ‘ • ‘M • m' | 

to i»otect the U. S., British and c?aimea ihat .Republican fbrees in «w e mtistl accept the need W AllCf f Iff [P AcIfC 

Dutch oil and .rubber* investments serte $ - $* e 110,(1 suffered . the Bandoeng area also recaptured ^ 1 1 111 \ii “ 

in. the islands “vestments heav ^;io^ from-artilleky fee amd Tjimabi, five miles west of Dan* .f r ^-:W® turw on *&:■ ' . : •- 
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A Dutch airforce officer -in the 
- plane said the fires must have been 
set the night before. “The Repubh- 


mm 

By George? Tate 


ikess Backs 
of Ruhr 




AucsyjLmuic^ujttu^ piuwcx ootttiuu. Whb T AXTriAXT Y 1 rvrr -r*« — . i _ , . _ 

captured by Netherlands troops, the _ ,.**P?P?± 9 yUly 27**— Big Business here launched an at* 
Dutch *biUietin said, although “heav- tack against the government's social! service Tprogram, call- * 


to protect the U* S., British and 
Dutch oil and rubber investments 
in, the islands. 


^ y— - XAYW urnca WC&b OX XSaii- J > m ■»_, _ 

that Semarang: was under attack doeng- on the ^strategic ' Bandoeng;- term projedts, holising,- schools and I'llSL^ ^ 

from .bbthvthe east and wesfcTTes- Buiteibwg xbad and xaa lines, and' hospitals,’*': said .Sir Olive Baiilleii, MIII 6 S 10 11158116 




Land on Indonesso 

BATAVIA, Java., July 27.— Amer- 
ican-trained Dutch marines swept 
ashore on beaches surrounding the 
coastal twon of Tegal, 45 miles east] 
of Cheribon, and took the city while 
tank-led Dutch columns swept in 
from the west. 

An Indonesian communique said 
Tegal still was burning from Dutch 
naval bombardment and Republican 


Tengaran, 10 miles south of Sema- 

rang. * r * * 

The Republican communique said - 

also Indonesian troops had opened i 
counter-attacks in west Java south- j 
east ojf Bandoeng, recapturing two ( 
town,* and in east Java around the 
Dutch base of Soerabajf 
In the Bandoeng area the Dutch 
communique admitted withdrawing 
from TjitjalengkJV 17 miles east of, 


The Republicans claimed they re- j 
captured Kedondong, Bondong and j 
some other small, hamlets along! 
the northern bank of the Brantas 
j river southwest of Soerabaja and 
fought their way into Leomadjang 
'on the probolinggo-Pasirian high- 
way* 

The Republicans accused the 
Dutch of attacking Malang from 
, the air with dum-dum bullets* 


nan 

SJ 


Bids for More 


msmsae&tfT*' 


Arms, Pledges ‘Victory’ 

NSS moWMMKX** 1 ^ .... rr. 


Gen Wedenwyer mission for increased U.S. military aid, Chiang Kai- 
l^V vLL-dav told junketing-imerican editors in Nanking there was no chance of peace 
S Coiu^rpvomifuE th at victory "will pot take very tog." Five months ago 

the Chinese dictator promised china _ ^ey asked that China anese industry at the 1930-34 level, 

tory’* in three mon s. i |j required to use up American dol- in a memorandum for submission 

*£ £55 cities oTEnclia and f reportedly banked In the United t0 the Cabinet> the Yua n, which is 
severe setbacks in Shan- tates - . . . supposea to supervise general ad- 

tune province. He mentioned no, 0ne ^wlfnmintane ministration, also asked that the 

time limit in yesterday’s statement.1 harg ® d that ® se . g Kuomintang regime be-given $275,- 

^'^hiane Kai-^ckanswercd Amer- '<™ a »s an A n c Z 000,000 of the gold bullion, dia- 

ican criticism of corruption in ““n America/ monds - pr f ioU . S “ eta,s and cloth 


powerful big business organization 
here. - 

Baillieu is chairman or director 
of a dozen oj more companies, with 
a total authorized capital of nearly 
100,000,000 poinds. 

Warmly poising Kevin's speed in 
accepting tie Marshall plan, he 
added, "No ilan is likely to prove 
acceptable o American opinion 
which does r>t have the substantial 
rehabilitation of the Ruhr as one of 
its central oUectives ” 

In 1939 Bdlieu was one of the 
signatories of the Dusseldorf 
agreement bfcween the Federation 
of British Idustries and the Ger- 
man Reich (ruppe Industries. 

The po’prful Amalgamated 
Union of BUding Trade Workers 
at its annuafconference today con- 
demned Bevi’s foreign policy by a 
vote of 21-1 The resolution de- 
1 manded imndiate implementation 
I of a Socialistforeign policy. 


tune province. He mentioned no]. ° ne ntamr ministration, also asked that the 

time limit in yesterday’s statement.! 111 arged that Ch ese S Kuomintang regime be-given $275,- 

Thi^ Amer- ,ffidaIS Z 000,000 of the gold bullion, dia- 

Scan criticism of corruption in hi fway^ Ai^rica.' monds ’ pr f ioU . S “ eta,S and cloth 

government with the alibi that als0 now held by the Japanese govern- 
ed action of the Communist ' ^sought an audience with Wede- ment 

forces prevented him from c arI ?^ eyer to state their case for im- __ __ - - 

»im me “ m »* BARE ANGL 0 -A 

a tea party his wife was giving ffj v 

the group of American editors. I Expel 430 Students By William F. McMenamin I 

told Madame’s guests that Aine DAlUiml’ VIawc United Press Staff Correspondent 

^sJStsg^m ™ 

tsssr— o. jrs.'sr t; g gj ggaegs 

“*?»“ S S Si J,t propelled turn *d 

go along students have issued a protest other advanced weapons, high-rank- 

order to give the regim against the action. ing army officers said today, 

iion" appearance. ag S aC One general staff officer said the 

Wedemeyer also saw 30 leaig . agreement has not been put in 

American businessmen mShartii. Yuan HjtsJMocArtHur writlngj but is just ^ binding as 

^ns braTt^hed'to the milry On JapOlTTnSustnr « it were laid down in a formal 

Sr W ofLM TSrE&gJKZSSl ^aid the agreement does not 

from their investments and >de MacArthur’s plan to maintain Jap- mean that the British and Ameri 


USSR Glints Credits 
To Albcua 

LONDON, Hy 27.— Radio Mos- 
cow broadcast communique today 
announcing te Soviet , Union had 
granted a cret to Albania. Russia 
will supply Ainia with equipment 
for light indtry and agricultural 
machinery, tl communique said. 


VIENNA, Austria, July 27.— Tho 
Austrian. Communist Party an- 
nounced today that it had filed an 
appeal with the Allied Control 
Council and the International 
Union of Journalists in Prague to 
insure "freed om of the pre ss in 

•*^^^ap^al followed a British ^ 
Military Government order banning 
for three days publication of the 
Graz Communist Daily, Wahrheit, 
which the British said violated press 
laws laid down by the Allied Coun- 
cil. 

The Communist announcement of 
the appeal came in the official Party 
organ, Oesterrcichische Volks- 
stimme. 

The Party’s appeal said that 
Wahrheit "printed, without bias, 
testimony given by witnesses at the 
trial of the 4 Serenc Gang’” In a 
Yugoslav People’s Court at Ljubl- 
jana. 

The article referred to was a 
dispatch from Tass, official Soviet 
news agency. The dispatch said 
members of the "gang” had been 
convicted after it was proved they 
had been in contact with British 
military personnel, receiving arma 
and equipment from them. 


can armies wichange overnight to 
the same typguns, tanks, planes 
and rockets. Sh a switch would be 
wasteful, he sjl. 

But it does lean that the Brit- 
ish have acce^to the latest U. S. 
developments i long-range guided 
missiles — suchc the German V-2 
rocket tests athiite Sands, N. M. 
— in American Iperiments with jet 
propulsion anil some phases of 
atomic bomb pluction. 

In return, Biin lets the United 
States in on lilts of its experi- 
ments in similsields, including the 
rocket tests nobeing held in Aus- 
tralia. Additidly, War Depart- 
ment officials jed that the Brit-^ 


ish jet plane motor is the basis of 
the American jet. 

The British are interested in 
standardizing such things as tank 
parts, gun calibres and truck parts. 
They also have expressed an in- 
terest in modifying their general 
staff organization to conform more 
closely with that of the U. S. Army. 

The cryptographic communica- 
tions facilities of the two nations 
are open books to each other. Al- 
though the wartime cooperation be- 
tween the armies of the two na- 
tions has 'been somewhat curtailed 
they still carry on joint projects and 
permit each other’s observers to 
view experiments. 
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What New York Movie Fans 
Think of ' Crossfire * . 


Danny Scholl and Paula pane of "Call Me Mister,’' the long-run 
lilt musical revue now playing at the Majestic Theatre, 


'Bachelor Bobby-Soxer’ 
Fun for the Whole Family 

By E. Benson 

Mr. Cary Grant is a consummate and adroit actor. There 
is no news in such a fact but the current film at the Music 
Hall should convert his worst enemy (if he has any) to 
acknowledging Mr. Grant’s' skill. ,/• „ ’I 

_ # The Bachelor And The Bobby-Soxer, an 

In this sto^y Of a bobby-soxer WtlO BKO-Radio picture, Starring Cary 
falls in love With an attractive old- Grant, Myrna Loy, and Shirley Temple. 

rvQMf -11 fhp Produced by Dore Schary, written by 

or man, Cary Grant does all tne £a dney sheldon; directed by Irving 

things that we hate — and he makes Kelt. At the Music Hail. 

you like it. He rolls his eyes, he ^ — — 1 

crimorne Via’c pov Vip’s <uit,p hut, he nil the ladles— voune and old affec- 


By David Platt 
> Crossfire is a useful and 
necessary film and there 
should be many more like 
it. 

That’s what more than 
fifty moviegoers told this reporter 
when button-holed for their 
opinions in the crowded lobby of 
the Rivoli last Friday afternoon. 

Following are some of the replies 
.(with one exception, they were 
all willing to be quoted in the 
Daily Worker): 

R. L. Hallock, 32 Vine Road, 
Larchmont, N. Y.: “I used to sort 
of feel the way ‘Monty 5 did about 
Jews. I can see the point now. 
And I think this film can really 
help people to . understand this 
question.” 

William Howard, 2266 Seventh 
Ave., N. Y.: “Very important mes- 
sage. A film like that about the 
Negro people would be a con- 
tribution today 

Gene Brandwein, 603 Van Slck- 
land Ave., Brooklyn: “A realistic 
picture. I have been called ‘Jew 
Boy 5 in the army myself. I hope 
some of the fellows in my outfit 
get to see it. They may learn 
something from it. 55 

Allen Goldberg, 9 Prospect Park 
W., Brooklyn: “Excellent — except 
for Robert Young’s long speech. 
The film was everything the 
critics said it was. Don’t recall 
ever seeing anything like it.” 

Henry Diamond, 192 Sumner 
Ave., Brooklyn: “Not a very deep 
picture. Not enough 1 information 


tures along this line. 55 

Mary Mahere, 117-32 119th St., 
So. Ozone Park, L. I.: “Something 
different. Shows what having hard 
feelings against people will do. 
Very good. 55 

Marjorie Harrison, Bronxville, 
N. Y.: “One of the most honest 
films of its kind. One of the 
things about it that I liked is, the 
naturalness of all the characters. 
The film did not make them' out 
to be big heroes. They’ were just 
people. Plus the fact that they 
very definitely put across some 
excellent ideas as to how hatred 
leads to murder. It hit me right 
between the eyes. After the films ^ 
we 5 ve had in the past two yergg^ 
it’s nice to see a picture coming' 
out like this. We need an awful 
. lot of that. We’re behind the times 
in this world situation and we’ve 
got to do something in order to 
make people like other people. 55 

Harry Goldman, 1503 Metropoli- 
tan Ave., Bronx: “I am Jewish. I 
am concerned about the problem 
which is brought forth in the 
picture. I think they did a pretty 
good job in presenting the case. 
The picture is entertaining as 
well as instructive.” 

Joan McKernan, 502 E. 81st St., 
N. Y.: “It shows how people should 
get along with other races and 
religions. If a lot of people saw 
it they would understand why 
there should not be wars going on. 

I speak as a. .Catholic.” 

Michael Driscoll, 417 10th Ave., 


N. Y.: “I liked it. It’s the sort 
of thing Hollywood should turn 
out more often. Hope the GIs 
get something out of it. 55 

Lawrence Ashinoff, 1752 Sterling 
PI., Brooklyn: “It gives people an 
idea of what can happen to a 
guy if he carries a grudge against 
a race or religion. Just the film to 
help people to see how wrong it 
is to hate anyone with a different 
race, color or creed.” 

Ann Burctic, 223 W. 20th St., 
N. Y.: “Should be more pictures 
like* it not only about Jews but 
about other oppressed minorities.” 

Tw ojireneh Sestires^^ 
At 5th Avenue 

The Fifth Ave. Playhouse’s cur- 
rent double French revival pro- 
gram consists of two Gallic satires, 
Raimu in The Man Who Seeks The 
Truth and Rene Clair’s The Last 
Millionaire. Both have complete 
English titles. 

Goldman Concerts 
To End Aug. 10 

There will be only seven more of 
Guggenheim Memorial concerts by 
the Goldman Band, under the di- 
rection of Edwin Frahko Goldman. 
The closing concert for Prospect 
Park will be given on Saturday 
evening, Aug. 9. 
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be pretty dull. With him, it’s *n 
unusing, entertaining movie, i 
rGHT TOUCH 't 

The story itself Is so thin and so 
lependent on' the light touch, that 
he director and the actors impart 
o it, that it would be unfair to 
ecount it. Sufficient to gay; -that 
fy ma, Lay is a Judge,' which' is a 
ither nice idea we. think; Shirley 
temple is her young sister, who if 
ie is representative of young Am- 
•ica fills us with a strange ioath- 
® and Cary Grant is a famous i 
merican painter and the object of t 


rr wicn just the proper amount of 
i seriousness when it’s nwded and 
liberal doses of humor are spooned 
out in the same way,.. I-,,' I 

J • y e would like, to poin|: out that) 
The Bachelor and the B?bby-Soxer 
gets its. humor and, laughs ’ at the 
expense of genuine comic situations 
in life and not at the expense of 
any racial or national group. 

Air in all, The B and the B-S, 
as the- picture is beirig, called by the 
B-S’ers, is the kind ' of light sum- 
mer fare that’s easy 't<f take and 
easy to "forget. ' Rudy/Vallee, who 
was the heart throb when we were 
a bobby soxer, is* an e*Cellentfoil 
[for Mr Grant and a really gO0 d 


Belgian Buehenwald Film 


Xt a 8«at pity that We Lived 
trough Buolienwald, now at ' the 
udio 65 Theatre, should be- an 
oateurlsh and diffused motion 
2 ture. Certainly in this* year ZA.% 
Iter Hitler), when our leaders’ 
ndly ignore the result of entire- 
litarization of the Fatherland /an 
ective screening of the> horror 
it was Buehenwald would be 1 of 
ich service. * -c , , /, v . 

3ut this, Belgian film (French is 
} language predominantly used, 
h English dialogue dubbed in) 
not only technically poor in its 
ffography and continuity. More 
Dortant, it fails to present ly/ith 
1 and impact all *the drama 4nn 
ent in this Nazi concentration 
ip for the nations of Europe.; 

ROISM UNFOLDED « 
et just as a hungry man cannot 
ain ynmoved by the sight iOf { 
i, no matter how ill-prepared, 
myone whose hatred of fascism 1 
all its ways burns un dimmed * 
aot but forget at times the de- f 
ncies of film production as the t 
es of Nazi butchery and allied £ 
y and heroism unfold* ; i t 
J e st 9 r y ^ that of a band of J 
ian patriots sent to Buehenwald 
*e with Russian^ French, Czech, w 
ih and other comrades, they R 
r, despair, hope, and “finally, iff 


eve of the -triumphant entry 
! f American tank forces/ drive out 
the Nazi garrison with: guns clan- 
destinely made. 

Among memorable seines is that! 
of a group of Russian '' prisoners, 
expressing the yearhinfc &«• - home 
as they sing their RedUrmy Cav- 
airy sonjg to* their ^nurades-inr 
bondage. Another shoWs the fer- 
vent, jubUant-renditio^i Americate 
ag,tionj»i anthem whenjthe news of 
invasion comes. ~'jr" 

Parts pf the movie are described 
as having been, made fin Biichen- 
wald itself, after the Nazis’ ouster. 
Starring in the film are Hena Herde, 
Andre Gevrey and Mpcei JOsz. 

, / ■ ’ "-tf-r-i&JFj, ; 


Bernard Herrmann , 

: Conducts at Stadium 

Bernard. Hehrmannj CBS Sym- 
phony conductor, will ascend the 
Stadium ^Concerts podltim for the 
first time : tonight (Monday) direct- 
ing t the kew York Philharmonica- 
Symphoriy Orchestra j for- 'this and 
the Stadium Concerts of Tuesday, 
July 29, and Wednesday, July 30. 

His soloist on Monday evening 
will be William Kapell ploying the j 
RachaminOff Piano Concerto No. 2, 
in c minor. ’ 


of nnd longer. T& best thing in it 
tnd was . Robert Young’s .speech, about 
red wli at happened to his grandfather 
100 years agio.”.. ' ' ; ; - 

lat Anthony. Acguista, » MKe St., 
xer Y.: “The most important' thing* 

the -i" 1 the. Picture for mV is that it. 
>hs bells people not to hate a man 
of for his race or religion. - Not 
enough action in it,- however.” - • * 
•S, - Scott, 615 Thwaites M, 
he Bronx; ’.‘Very good, and neces- 
n _ sary.” . 

ud Harry Kay, 1675 Grand. Con- 
ho *°“ se ’ N - Y - "I hope it .is the 
-re beginning of a long line of educa- 
oil t*®? 1 , hhns ant} programs such 
od as. this.” . 

— Simon Baumohl,.. 774 Grote St, 
Bronx; “A very useful-picture. I 
only wish they would make's lot 
more to help remove, all prejudice 
in this' country.” ’ . ' *•' 

it J? Cl V M ° 0r °’ 944 St, 

s . a lot , of . b$& feeling 
around. We’Ve needed something' 

L {. Hke this for a long. tirae.’ ? ' < ; " 

b „ A., Harlem (f ederalemploye) : 

e Axi unusual picture. I enjoyed it. 

L' 1 am gIad sald something fhafi 
. deeded to be said, think it will 
gC) a Ion S Way towards^ rooting * 
out prejudicer i would Jike to ^ee 
f more pictures iike it' thaiv bring 
out similar things" about-' other 
1 minorities that are. the victims o t 
discrimination and prejudice. ,, 
Barney Heller, 971 Hageman 
; Ave.,/ Brooklyn; 4< The message' 
comes across fine/More people will 
get wise to themselves when they 
see" what can happen to a race 4 
hater; We should haye more pic- 

^a 1 ?^i v CR I? ,ICS PRIZE 'PLAIT L 

cdebSfS ft ICOm ° cvent ~«U* for a - 
celebration." # —Dally Worker f 

A ^ L MJ-SO NS 

^ A RT H U R MILLER. fcy ELIA KAZAN 

BCTH MERRILL — THOMAS CHALMERS- 1 
JOHN FORSYTHE— ANN SHEPHERD 
g« 0 "5 « St CI. 6-M70. AIR- Co N D 

Evflt. 8 :< 0 . Mttlneet WED. «nJ, 8AT. a t 2s40 

“A lumlnou* blend of satire, fantasy and 
muslo that comes across Tvith plenty of 
flash ind xlngl" — WALTER WINCHEUL 
A superb musical comedy with a healthy 
progressive point of view.”— S^ Sillem. 
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Deported Jews Will Worker 

' ’ v ' ■ ' — I New York, Monday, July 2ft, 1947 

Land in France Today 


Rem-Rand Union 
Vfins8c,6Holidays 

An agreement to end the seven-week-old strike of 9,500 
CIO United Electrical Workers against Remington-Rand 
Corp. plants in five cities was announced here yesterday 

subject to local ratification of the<^ 
omvisKms which include an eight 


cenary for the Standard Oil inter- 


MARSEILLE, France, July 27 (UP). — Forty-five hundred Jewish refugees, 
gent back from Palestine to France, are expected to arrive off Marseille tornor 
row morning, a communique issued by the prefect of the Department of Bouche'sj i,#i l3ffi^ftS i ®var jgjuagr 
du Rhone said tonight. ^ # & 

The Jews, in the British 
transports Empire Vigour, 
bcean Vigour and Runny- 
mede Park, may be disem- 
barked here or at the little port of 
Bouc 25 miles west, according to 
latest word. 

The government has announced 
it wilt “welcome” the Jews back to 
this country. But it added it would 
not take any steps to force them to 
land. 

Representatives of the Haganah, 

Jewish underground organization, 
which is handling the immigration 

vgn, are posted 'averts allj^^ts an hour wage increase. 

I TV/Ta r.CAillft. Sf»nklni* fco urce if vaMffo 


rSund Marseille, seeking" to urge 
the refugees to resist any attempt 
to put them ashore. 

• However, both French and Jew- 
ish relief organizations are prepar- 
ing facilities o receivte he immi- 
grants. 

It was reported the refugees in- 
feluded 800 children under six years 
of age, 150 pregnant women and 
800 aged persons. 

It was understood that as soon 
as the refugee ships arrived French 
bfficials would go aboard to iden- 
tify the passengers. The passengers 
then will be told France will accom- 
modate any who wish to land but 
that the French administration will 
not force anybody to land, it was 
reported. 

Notices conveying this informa- 
tion are to be distributed in French, 
Yiddish and Hebrew, it was said. 


JERUSALEM, July 27.— An offi- 
cial British statement said boniaht 


The settlement, if ratified at 
membership meetings tomorrow, 
will return workers to the com 
pany’s plants at Syracuse, Ilion, 
Tonawanda, and North Tonawanda, 
N.Y., and at Benton Harbor, Mich. 

Provisions of the agreement in- 
clude, in addition to the wage in- 
crease, six paid holidays and sub- 
mission to arbitration of any fur- 
ther wage increase and of any un- 
resolved issues which are not set- 


Machinist Union 
Mizes AFL 

On Refoining 

WASHINGTON, July 27 (UP). — 
The International Association of 


tied in negotiations on a local level. 

The union had demanded a 15 
cents an hour package increase 
which was to include paid holidays. 
The difference between this demand 
and the actual offer will be the is- 
sue in wage arbitration. 

The settlement also agrees to a 
two year contract, expiring on April 
1, 1949, with a provision that wage 
negotiations can he reopened on 
April 1, 1948. 

Approximately 6,500 members of 
the International' Association off 
Machinists, independent, who are 
or strike at a Remington plant at 
Elmira, N. Y., are not covered by the 
agreement. 


Forresfal 


(Continued from Page 1) 

One $2^000,000 bond issue to 
Bolivia hi; 1928 was used to help 
finan ce B dlivia^^i^S fS^araguay 
n l^CHco jungles. " 



ests that' wanted to seize the oil 
lands south of the Andrean plateau. 

company admitted 
that niucli of this loan was used to 
I pav Jor . armaments from the Brit 

LI.!.. — * 

ickers arms 


,rusl 

Forresfcal was ,jnaking w millions ,,a 
year in lush years on Wall Street., 
Some of his winnings were at the 


expense of the government’s tax 
collectors. 

He admitted to the Senate Bank- 
ing Currency Committee in 1933 
that he had failed to pay any taxes 
on one block^JfWTWock 
market profits in 1929 for four years. 
Then he paid only $6,000. 

Under cross fii e^Sffliiatton Forras- 
tal told how he set up a Canadian 
holding company for tax purposes. 
The Canadian company was owned 
by a Maryland company in turn, 
and the 'latter was_contj*olled by 
Forres tal KinSelf.TBy juggling, the 

l-*BS was crudg^o^^ugg^ that 
someone else ^inlgnc^liave gone 
somewhere else, and^^^^he 

^¥ne present Defense Secretary 
told the committee that he actually 
paid some $300,000 in taxes in ’29. 
This indicates his income^ag^infco 
the millions, after making aliow- 
m?ce^?ori the usual “deductions” 
and “exemptions” and the low tax 
fate prevailing that year. 

Forrcstal isn’t as ri ch c .a s ^ . the 

wfiose* representatives sit on the 
boards of his company’s securities' 
affiliates. 

But the former president of Dil- 
Ion, Read Is the tea mm^ ot .the 
Rockefellers, Morgans, and., Dillons,, 

iBTBnran^^smftsjtto 

the Secre- 


tarv of National Defense. 

*# *£#** * 4* 3 1 g ... 


Jersey Crops Plowed 
As farmers' Jake Is 




migrants wete ~~ 

estine coast with about 1,100 im- 
migrants. 

“ While the government reserves 
Its rights regarding destination 
und future deportations, these 
refugees will be taken to Cyprus, 
the statement said. 

This meant that the refugees 
■would be taken to internment camps 
on Cyprus and, unless the govern- 
ment changed its mind, would re- 
main there awaiting "legal” entry 
to Palestine under the 1,500-a- 
month immigration quota. 

NEW CAMPAIGN 

A government informant said 
there was evidence the big under- 
ground organization Haganah had 
embarked on a campaign aimed at 
bringing 35,000 Jewish immigrants 
to Palestine in 25 ships. The Pres 
ident Garfield was the first of the 


terms of re affiliation with the Amer- 
ican Federation of Labor on an 
equal basis with other affiliates. 

In a letter to AFL President Wil- 
liam Green, IAM officers warned 
that "by a large majority” its mem- 
bers were opposed to rejoining the 
AFL if it meant that the Machinists 
would be discriminated against in 
AFL councils. 

They offered to meet with Green 
and other AFL officials at any time 
to work out the terms of the re- 
affiliation. 

The IAM reminded Green that 
thy withdrew from the AFL only 
teause the AFL head refused to 
isue a statement of policy defining 
tk IAM's jurisdiction — a service, 
tfe Machinists said, that he per- 
sons for other AFL affiliates on de- 
land. 

I The union said that this failure 


*i5, the informant said. 

Troops cordoned off the Haifajn Green's part encouraged other 
and Mfc. Carmel radar stations to4nions to stage "member raids” on 
Say as a precaution against anjAM ranks. 

other Haganah attack on them. Th< — 

Stations aided the navy and atf AAA b 
force iu intercepting immigr ax;2,0U0 PlttS. Miners 
i'hipa. 


Three British deportation shi 
arrived at Haifa early this event 
kwaiting the immigrants. Preca 
Uons were taken, by system; 
Stropping of depth bomb® iu 
harbor, to prevent Haganah "fi 
men” from swimming out and 
tempting to sink them. 


Strike Over Layoffs 

JENKINS, Ky., July 27.— More 
than 2,000 employes of the Pitts- 
burgh Consolidation Coal Co. here 
struck because of the company's 
dismissal of 69 men, it was reported 
yesterday. 


VINELAND, N. J., July 27. — South Jersey truck farmers are being: forced to plow- 
cash crops under. Scores of acres of beans, pickles, cucumbers, peppers, beets and squash 
are today disked up and whole crops of asparagus left in the fields to go to seed. As t the 
Labor Dept, announced that food<£ 


prices had hit a new high, 139 per- 
cent of the 1935-1939 average, 
South Jersey's produce farmers are 
finding that they cannot get cost of 



ROSLYN, N. Y., July 27 (UP).— 
Henry A. Wallace said today he 
would continue to work in 1948 to 
make the Democratic Party liberal, 
but if it became a party of war or 
depression American liberals would 
have to find some "escape." 

Wallace denounced as a "dis- 
grace o America” the prosecution of 
liberals and progressives in gov- 
ernment employment under the 
President's loyalty order. 

He spoke at a fund-raising open 
house sponsored by the Nassau 
County Independent Voters Asso- 
ciaion at the home of Michael 
Straight, publisher of the New Re- 
public of which Wallace is editor. 

Negro singer Paul Robeson as 
sailed the action of the Dutch in 
Indonesia, asserting American 
Negroes were opposed to imperial- 
ism because -they* have been its vic- 
tims. 


production returns from produce- 
buyers and commission merchants. 

Pickles, whoih sold last year for 
$3.50 a bushel, are now getting 80 
cents to $1.65. Last week, they hit 
a 10-year low of 50 cents but spon- 
taneous action of 200 farmers re- 
fusing to sell at the LandsvHIc 
produce” auction, forced wholesale 
buyers to bid' 75 cents. 

Thirty-five miles away in the 
Camden-Philadelphia retail area, 
the same pickles and cucumbers are 


costing city consumers five cents 
apiece. String beans, on which cost 
of production is estimated at $1.60 
to $1.75 a bushel, are bringing 50c 
to a $1.65 a bushel, for the men who 
grow them. 

Lettuce, selling for $4.00 to $4.50 
a 24-head box last year, is now get- 
ting 50c to $1 a box. Entire crops 
of asparagus brought no price at 
all. as large canners and commis- 
sion merchants have refused to re- 
new contracts with farmers. 


Congress 


l Continued from Page 3) 
the brunt of the Taft-Hartley Act 
and in the long run they will pay, 
in one way or another, for the Tru- 
man Doctrine. But they will also 
suffer because of legislation which 
Congress refused to enact, includ- 
ing: 

• Adequate housing, especially for 
veterans. 

• Raising the minimum wage 
from 40 to 65 or 75 cents an hour. 

• Curbs on the monopolies and 
trusts which grew tremendously in 
power during the war. 

• Authorization for the Federal 
Government to punish lynchers. 

• Prohibition of discrimination 
against Negroes and other minority 


British Wqldn’t Pledge Goods lor Soviet Gtain 


LONDON, July 27 (UP) H 
cow Radio in its first cornmem 
the breakdown of Anglo-Rv^ 
trade negotiations said tonigh^t 
Britain would not guarantee f- 
ery of promised steel rail and s * 
In its broadcast recorded*^ 
Moscow denied that the 
down came— as reported f road- 
don — over . disagreement ofte 
price Britain would pay for Fn 
wheat. 

"Both sides agreed on « 
prices and the price for wh«^® 
agreed on at a figure consi^y 


lower than the price at which 
Britain recently bought a large, 
quantity of wheat in Argentina 
and lower than that which at the 
present time exists on the Ca- 
nadian market,” the broadcast 
said. 

After noting that the steel ques- 
tion was the first cause of the 
breakdown, Moscow said the second 
reason was: 

TIME CREDIT TERMS 

"On the question of prolongation 
of the 1941 credits the Soviet pro-j 


posal consisted in a reduction of 
percentage rates on credits to 5 
percent per annum and prolonga- 
tion of payments to 15 years from 
the beginning of repayments— that 
is, from the end of 1944 in 12 an- 
nual equal amounts.” 

This Moscow said, would mean 
granting Russia time credit terms 
no worse than those which Britain 
only recently granted France on a 
prolonged wartime debt. 

‘The British rejected the com- 
promise proposal.” Moscow said. 
"In order to reach agreement the! 


Soviet side withdrew its proposal 
for prolongation of credits already 
granted and proposed that only half 
this sum be prolonged, agreeing to 
preserve the period of repayments 
for the other half. 

"The British side rejected this 
proposal also and proposed that 
only one-quarter of the credits be 
prolonged, which was clearly un- 
acceptable to the Russian side .... 
Since the position of the British 
side was not acceptable to the So- 
viet Union negotiation* were 
ended*” * • I 


groups in hiring and firing in pri- 
vate employment. 

• Elimination of the poll tax a3 
a prerequisite for voting in federal 
elections. 

Although President Truman ha3 
disavowed any intention of calling 
a special session in the fall, it is 
generally felt Congress will recon- 
vene to appropriate funds for the 
Marshall Plan. The carrot which 
the U. S. State Department is dang- 
ling before the people of Europe 
is a supply of dollars to carry them 
through the rigorous winter of 1947- 
48. These dollars cannot be mad* 
available by that time without a 
special session. ** 

Many prominent Republicans, 
have expressed guarded opposition 
to spending money for the Marshall 
Plan. But by fall, it is believed 
Wall Street will have succeeded in 
persuading them of the necessity 
of further expenditures to "combat 
communism.” 

Perhaps the most accurate meas- 
ure of the failure of the 80th Con- 
gress to serve the American people* 
is the continued ascent in the cost- , 
of-living index, 

On the day Congress adjourned, 
the Bureau of Labor Statistics of 
the Department of Labor announced 
that between May 15 and June 15 
(the latest figures available) . the 
retail price of beef and veal climbed 
10 percent, all meat, poultry and 
fish, six percent. Retail food prices 
rose 31 percentjsince June 1946, the 
last month in which price control* 
operated* 
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Secretary of National defense ^ Torwatol telephoned me 
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19s 00 AH tomorrow* Be & fated that he had nothing particular in 
wind j but M mated to gain the imprest one fron those who are 
to attend on a number of general mpeate of the internal and 
external security situations* Beareiary Bo rre&tal mid that 


*W stated that if it dee&n*t enbarra&s mu he mould lift# to have 
. me uit in on them meetings* 1 told Mm that x would be happy 
.. to do oa and that X mould be at hie office at ten tomorrow 
. s omtng» 

j& v , ‘ very truly i mure* 


. ^ tet* 1 C °$V 1 

hen Ti, '. ’■ 






John Edgar Boom r 
director 


JEH:DJK . 

• ce - Mr, Nease 

Telephone Room 


SE 29 (®jt~ 




NiJ A G 


UjL-u- — ^ n 

335 



, SENT FROM D. O. I 
TIME L. 1 

datbJL&ZZ^^JL 1 . 

by ...... — fy \ 1? 





% 





<Z\ /<?. 


C ' ® eI ® ted a ^,.o 

* y Letter 

rmpA ^ qne3r 

/ 


3 ^guT 


c ^ tyC/ CU**&£ £& - 


f^l^LO yfrCH*^ QSue, 

vP 

^ r/^Z, 

llooe 

^ ‘ ' ^ 








'>L&-t~cr- 


^6^- 








^4e*v ^ScU- cUt^^ 

>SC^is»h^^ — #i) 

W. ^ ^ J ^ 






. foam?# M* 2.940 




iVA .|5fi # 'XOUtOZ 
- tew 


d >s- 


X returned AttCfra&y dtenaraZ *s c*lX md t * '' 

m ik&% h* itutd- t& ;'£{?r*£aF# $f itefmw^ wzw stoX 

h0 statist I, m* qnit# vpmt && .ufr«$ 7m zallml a- " 

■ws®p&i~h M&i m* *$ hin** 2k* *msral 

■tr&Qtad ‘Zh&ir$&t t ?*#1&2 tod *ri oaw‘- A#A *£ 2 i$ ?'-**$&$$& u tete; U# 



W. 


'■; . , * _ JPteF# ; -j®if®g 


T- . 


'jt*ua fii&or fttoswr 
. Urdatinr : 


fiW. 





’>6 

Vb7C-' 


■jmzdii 



/SENT FPMM ZL Q. 




mT£.~ 


J- il^¥9 

Z2SE 

i ym 





1 NEDXED - 94 




!3 


S? 

s 



<*r v.<s 
r 




b6 

b7C 




OS' 


*V 

X 


*** , y 


fe. : 


V 


Y 


Mr. Tolson 
Mr* Clegg" 
Ur. Glavln" 
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Mr. Rosen_ 
Mr. Tracy_ 
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Mr. Harbo 
Mr. Mohr 


Mr. Penning ton_ 
Mr. Quinn Tajsa_ 

Tele. Rooa 

Ur. Kease 
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March 4, 1949 
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Honorable James 7 . Farrestal 
Secretary of \ y Defense 
National 1 Oef&Lse Building 
Washington,. 

0 




Bear Jim: /*£/? 


As you prepare to return to 
private life, X want you to know how 
deeply I have appreciated the privilege 
of the close relationship which we have 
had during your career in the government • 
J shall always recall with pleasure 
these associations and I do hope that 
even though - you are leaving official 
life 1 may have the pleasure of seeing 
you from time to time* If I can ever " 
be of service I hope you Will not 
hesitate to call upon me*' "... 
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With every good wish A 
Sincerely , 


JS. 
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UNITED STATES DEPARTMENT 


Office of Director 

OF INVESTIGATION Mr . 

RTMENT OF JUSTICE J%&T . 

Mr. 

All! W JkMt _ 


FEDERAL BUREAU OF INVESTIGATION 


Record of Telephone Cklk or Viirtoj 


y. 


Mr. James Forres%al 
-M+1-ed- -phoned. 

Phone No. 


Jdr . Tolson /^ 

Mr. Clegg 

*Mr. Glavin 

Mr. Ladd 

Mr. Nichols 

Mr. Rosen 

Mr. Tracy 

Mr. Egan 

Mr. Gurnea 

Mr. Harbo 

Mr. Jones 

Mr. Mohr 

Mr. Pennington^ 

Tele. Room * 

Mr. Nease $ 
Miss Ho Im^ ^y 
Miss Gandy 


REMARKS 


Asked if Mr. Hoover was in town, and was -told 
that Mr. Hoover was out of the office the 
remainder of the day and asked | f tftere ym s a 
message. He said he would call | to 

see if he knew if Mr. Hoover was returning 3 
and inquired if he wouldn't know • It was ex- 
plained that the Director was out of the office 
and not expected to return y but if he contacted 
the office 3 a message of his callxwould be given 
the Director • He was requested to give his 
t name so the Director could be advised and he*- 
pronounced his name as "Mr. Forrest ." The f 
, spelling was verified and he gave it as "Mr .fa 
Forrestal" and later gave his first name as ' , 

* "James ." He was asked if he would like to * 
leave his numbers and he stated he could still 
be reached through the White, ffouse &nd he 
would li ke Mr\ Jisjni&r to call him at home.. 


He was thanked for calling and told Mr. Hoover 
would be informed of his message as soon as 
possible. He spoke quickly and used short 
abrupt sentences . ^ 


Office of Director 

FEDERAL BUREAU OF INVESTIGATION 
UNITED STATES DEPARTMENT OF JUSTICE 


March 38 , 1949 


House -this afternoon for Mr, 


noon he remarked to 


Mr. 

Tolson 1 

Mr. 

Clegg \ 

Mr. 

Glavin 

Mr. 

Ladd 

Mr. 

Nichols 

Mr. 

Rosen 

Mr. 

Tracy 

Mr. 

Egan 

Mr. 

Gurnea 

Mr. 

Harbo 

Mr. 

Jones 

Mr. 

Mohr 

Mr. 

Pennington 


Tele. Room 



that he suspects thai KTB pKone & r . Neaae ^ " 

are being tapped and asked to Miss Holmes 
should speak about this Miag Gandy 
told him Mr , Hoover was the 
one Wo talk to about it and told TSPZ 
Forrestal he would be glad to call for 
him • He said no, he would call Mr, Hoover 
himself. 




March 30, 1949 


A 
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Honorable James V. Forrestal 
3508 Prospect Street, H. W. 
Washington, D. 0, 


Bear Ji&i 




. I wanted to let you 'Ionov that *© have 

completed til® check of the telephone lines and 

?■ 

instruments in your residence and that all uere 
found to be clear. > 'X- 

It was a pleasure to be of this 
: - assistance to you. - : 

With expressions of my highest regards, 
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Flj3 1 ATjQPtATIC' DECLASSIFICATION GUIDE . 
dItE 11 -Ay- 20*3 3 . ■ ' 


MR. D" L^seSSST^ 

MR. F. J. BAUMGARDNER 


DATET^April 7, 19i}9 


"SUMS 

ESPIONAGE - R 

i*. 
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PURPOSE: 


-v; /. /. 

Deleted n-7 : \7 Sent - 

by I*tt? ‘Wjf.&d 





FerJOiPA Reques t 


The purpose of this memorandum is to sat forth information ; 
telephonically fyrnished by the TfFO at .1:30 P.M., April 7, 19h9j to .%he 
effect that Jame s rorresta l former Secretary' of Defense, had attempted 
to commit suicide on April j>,-l9h9*- Y - '• *' 

DETAINS: , . Y' ; Y •* 7 ■’ V' ’ Y • Y ' ’ >Y . 


b6 
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* 


Mr". Kenneth Delavigne of the WFO; telephonically advised that 

on Apr il 6, 19^9, through a technical surveillance ma intained oh 

I I the WO obtained a recording of a conversation } ~~ 

| | The^ conversation was carried on in tne 

t Russian, language and the translation, the result's of which are set -forth 
, ‘ beloYt, -according to I3r, pelavigne had, just been completed.; 


-,b6 

•b7C 


(U) ' 

- Y* 

h \ 




1 



c_ 


As you know, no papers were printed in Washington yesterday | ' ,8 

due to the printers 1 Strike'. A perusal of today’s TiJashington Feet .does'- tJ ^ ^ 

not carry any; information to the effect that, Forrestal attempted -to commit - i| 

suicide.'- . -- , •* : ■ ** \Y o 


i, -For your additional information 


is the ‘subject ; of fj: ' 


tr 

o 


a’ pending investigation- along with other - subjects; jn une Soyjtei'lespionage^ ./// ^pe 
■case.. " _ ; ■ 7 / . - - r -* »- ' Y c *' 


ACTION: 


FJBjmer 


v -ps 

None'. The above is for -your .information^ 
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James Forrestal 
^Vashington, D. C. 

April 7, 19^9 


/% r~. r-’etw 


• riff. * 


; 

' Hr. Gnffnea - ; 

'1 

ij niff. Hcffbo j 

» rfff. rio&r ; 


‘ Tiff. Pczrassr’toa ..... 
j Tiff. OsrlEnTazma.... 


Hr. Xfcas'?. 


1 b Gcba^y 


My dear Mr. Hoover: 


In the absence of Mr. Forres tal, 
this will acknowledge receipt of your note 
to him of March 30th. It will be shown to 
him at the first opportunity. 


Sincerely yours 


-cs^y/ Delate' 3 . C >;>,/ ?cnt 

7J by Letter Dated 

t/ f Per FOIPA Request 




Hon. J. Edgar Hoover 
Director 

Federal Bureau of Investigation 
United States Department of Justice 
Washington 25, D. C. r\ c 

RECORDED ■ 123 , L 0 - 7 
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Office Memorandum • united states government 


TO 


FROM 


SUBJECT: 


MR. H. B. FLETCHER Hfd 


MR. E. M. HOLROYD, 





V 


date: ' May 22, 1 9h9 


FORMER SECRETARY OF DEFENSE 
JAMES V.^FORRESTAL 
INFORMATION CONCERNING 


This is to advise that at lltO£ a.m., Inspector J. J. 

McGuire telephonically advised that former Secretary of Defense 
James V. Forrestal committed suicide this morning by jumping out of 
a window at the Bethesda Naval Hospital. Mr. McGuire advised that 
Mr. Forrestal* s suicide had not yet appeared in the newspapers or on 
the radio but would probably be on the radio within the next two hours. 
Mr. McGuire requested that Mr. Ladd be notified of the suicide of 
Forrestal. 


Ur. Tolson 

Ur. Clegg 

Ur; Glavln 
Ur. Lad d 
Ur. Nichols" 
Ur. Rose n " 

Ur. Tracy 

Ur. Ega n 

Ur. Gumea 

Ur. Harbo 

Ur. Uohr 


Ur. Penning to n_ 
Ur. Quinn Tamn__ 

Tele. Room 

Ur. Nease 

Uiss Holmes 

Uiss Gand y 


ACTION TAKEN 


At 11:05 a.m., the home of Assistant to the Director Ladd 
was telephonically contacted and the information concerning the suicide w 
of former Secretary of Defense Forrestal was given to Mrs. Ladd. 
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SPECIAL DELIVERY 


JaB1QS V./porrestal . /" ' Vj. p • 

dSOB Prospe^street, Northwest ./v , 

Washington, *D. c* < K '~ 

Dear Mrs. Forrestalj ' \ ‘ ; ' 

and t wanted TS"? *L i a r tSrrifio •>*** *° mo 

lot you know I uT SngL ^l Por S onul uote to 
sorrow,' ««« lotT,^® °?/% “ hour of 

all I can be of assistannn n, ^ iere 18 an Y W at 
period of Jira's T >* ® urin S the entii*§ - c; . 

booouso I hod oii i 1 'T ? ost Ol-treoaeC, * 

friend upon whom* I could^f ^ &S an m ^ 

guidance and, counsel. death*? ^ ad U co ^ ” n I 

* good husband and I have lilt i flol? *?*?%** * 
■'• mg friend* The entire Ma+s ™ ’ undocstahd-^ 3 

of a distinguished publio a^n?!, ^ depr ^ ed & ,J 

' * ' ' ' *♦ H* 


I /. 


With kind regards * 


^ c- 

CO r- 


DATfcAj 

fix' 
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HAJ:eeb 


T:-V tj ^4/t- 


Sincerely yours. 
Si Edg^ Hoover 


■1+1' 


--a <* v* 

Sr 


/ -rv ^ \ ''J**** 

44 W> , 


,, 

^ fo c % '• P 

e >*■ 



Ll 74-4o?~J):8 

CHANGED TO 

97 / 96 - 



standard form no. 64 


i 


D I CJLAS S I F I CA,T I OH AUTHORITY DERIVED FROM: 
FBI AUTOMATIC DECLASSZJICATION GUIDE 
DA^E l^Bk-Z0Q9 ^ T 


Office Memov_ j/um • united x ^ government 


TO : 
FROM : 
SUBJECT: 


The Director 
D. M . Ladd 



iMO- 

1L 

Date o. *** 

?5F$S» 


1/11/51 


^ APIARY OF THE LAM /MM 


a. 


PURPOSE 


P, 

*0 



Oajidy_ 




To inforitujjou that pu hlioailQIL Ti.ahts.’dAcL. the dia ry 
of the Igrbe Jamedi&rorrestal have bejen a^stgned to tfc e 
—^d' New YorlT Herald Tri bunes Tt whic h is yrem rinj j .formbli ca- _ ^ 
^TorTand sale. jg^MsEZhasM^ MMM qtT- The J ohnt Chief s of \j\\ 
Staff~“has ref erred to the Bu^e nM-an^ex.c^j^xt..JjlPM^fi.iS—d iarji 
dated ll/d/45 relating ^jo^infonMatSon^fjMTMlsh-ed^ji^EpxDceJigl ’ s 
office by the FBI . The names of individuals concerned and the 
darbYT~r^Yfflring^ to them are incorrectly set forth . The Jo int 
Ch i efs of Staff re quest o ur comm ents as to whe t her2tM//M,ta 
can fie fiufil ished* It is recommended tha t Liafis_on afivise the 
Joint Chiefs of Staff that t his exce rpt i s incorrect and th at 
th e Bureau're c oilmen ds against^ its vu fiTicat i o n . 

DETAILS 

By memorandum dated 1/10/51 the Joint Chiefs of Staff 
advised the Bureau through liaison that the publication rights 
to the digry of the late James Forrestal have been assigned by 
the executors of the estate to the "New York Herald Tribune 3 " 
which is preparing for publication and public sale a book based 
thereon . In accordance with an agreement made between the 
representatives of the White House } the Defense Department and 
)the executors 3 all publications prepared from the Forrestal 
papers are to be reviewed by appropriate governmental authority . 

The Joint Chiefs of Staff referred to the Bureau for 
its comments the following reference from the Forrestal diary: 
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"8 November 1945 


ATOMIC BOMB - FBI 


"Admi ral 
had identified a man 


advis 


named\ 

Scientific Group - attached to the COMINCH ( Commander 


<xL me. j-.nrtm 


i that the FBI 


(in the Special 


in Chief/_s2 of£ice_)_ who, had been 


has been 


^Lm 

' X b6 

' <C b 7C 


isolated that is, he will no longer receive informa- 
tion of significance and he. is beingJfojfilowedU, by, /j. /, / , s * 

FBI agents. Be was one of Dr. Janjie m $£s3'e i 
scientists . 

COPIES lIFiMf 
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££ffe also informed me that' another man named 

who was in New Mexico, has also been identified 
as; an enemy agent 


ANALYSIS 

T he Bur eau on o r be for 
F orrestal 'soITice anyone nam e d 
connected wffih atomic BotoZ? e'spT 



to 

las being 


The matter to which the diary refers is' prol 


A memorandum on Soviet espionage activity 3 dated 
10 / 19/ 45 3 including the most current information at that time 
concerning the organisation of Soviet espionag e gsY^initi es 
in the U • S . and Canada in connection with the matter 

was- transmitted to the Honorable James 7 • Forrestal* This ^ 

memorandum and its cover letter were delivered to Secretary 
Forrestal 1 s office by Bureau Liaison 10/22/45 • 

(100-342972-16, 37, 67X2. ) 


\eXerred to_.as. 
The memorandi 


Jls_j3.coJio 
ut that 


the n as s% one a as ^_UjojiS-UjLEm 
lommander-in-Ch ief. United States Navi 


~aja,-stiLe-Mffj t JX.e of 
Navji Departme nt, 


There were no allegations that 

Th aToi nTc bomb espionage or had ever furnTsKei 
atomic bomb information •. 


J was engaged 
\e Soviets any 


Th e individual referred to jn the^diarv entru_asJ 

is grgbapJjL I l~ 

and was "dealt with in Home detail in the memorandim which 

Forr estal was furnished « The memorandum, however, does not show 

that was ever in New Mexico and, in fact, th e Bur eau had no 

in formation at that time regarding any travel by to any 

I in i fcfte 77. S-_ other than the so-called 1 I at the 
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After the receipt of the. afnxementioned memorandum 


6y Forrestal' s offidid^ Captain 
nonferred mUh \ 


of the Naval Intelligence 
on 10/26/45 concerning 


3 ‘ 


1 inquire d whether the Bureau could 
was not passing information 


"give any "assurance That [ 

which he received from his empToyment and was told that the 

Bureau very emphatically could not give any such assur ance . 

since we had only a loose and casual surveillance upon 
[which was at the very best a "spot check*" 

(100-343506-3X1) 

Yfith regard to the significance of the date of the 
diary e ntry y it is noted that on the morn ing of 11/8/45^ A dmiral 
1 o.f tfte ii/auz/ Bejp artment interviewed \ R egard- 
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ing [ 


relative 


to r 


1 advised t hat 

1 which umuim 


was working on a project 
him to review the 


was TooWVng for jmEl 
that Tie could not leaveY 


fTrr me mru 7v. uinee ttb jtlt 
in the latter's assignment • 
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J pointed out to \ that the case had been 

discuss ed on a Uabinet level andajHer considerable discussion , 
indicated he would take the matter up with the Secretary 


of the Na vy, Forrestal, and request that .the Secretary of the 
Navy take such steps as were possible either to bring about the 
consummation of prosecuti ofi or some ot her action which would 
effectuate elimination of 
material . 


V 


b6 

b7C 


access to restricted 
(100-3435 06 -3X4 ) 


On this memorandum you noted , "Right, it is the Navy's ^ 
i n 


' hot potato . 

Under date of 11/13/45, Secretary Forrestal transmitted 
a note to you, thanking you for your letter of October 19 and 
its attached memorandum regarding Soviet espionage acitivity 
in the United States and Canada • 


% 


There would appear to be no valid reason for the erroneous 
information contained in the diary entry, when Forrestal had in , 
his possession , or at least in his office since 10/22/45, correct U 
information . (100-342972-68X) 
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STATUS 0F\ 


in I | of violation of the \ 

anals~serving a term of imprisonment 


was separc 


is in the Bureau’s I 1 No evide nce, of 

overt acts of espionage was ever established aga inst I 

The Canadian au thorities are of the opinion that\ | 

while in Canada\ was probably supplying Tnforma- 

tion to Spviet ageWfs wild were his associates , but the Canadian 
authorities are unable to establish any overt acts of espionage 
by\ I (100-343506-158, 162,163) 

OBSERVATIONS 


T he entry i) 
both names and .f acts . 


Igrrestalfs diajzy. is incorrect as t^ o 
The Navy Department at that time was 


trying to get out o f gji em&aj^ra ssing situation with regard to 


their employment of | 

purpose would be servel 
erroneous information . 


| It would appear that no good 
ly permitting the publication of wholly 


ACTION 


i It is respectfully reco mmended th at the Liaison Section 

\)f the Bureau advise Lt, Colonel | |o/ the Joint Chiefs of // 

Staff that the diary ■ehtry is erroneous factually , and we ^ 

recommend agajjist itst/pub location* 
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* March 18, 1958 1 



- Dear 



Your letter postmarked Mar oh. 13, 
1958 , has been received. ' 



While I would like to.be of service, 
it is noi possible for me to furnish you any 
data concerning, the matters mentioned by you 
since they do not relate to a violation ctf 
any Federal law within the investigative juris- 
diction- of the FBI. * ■ • : 

Inasmuch as your communication' may be 
of interest to another governmental agency, 
however, I have taken the liberty of forwarding 
a copy of it to the Commissioner , Bureau of 
Narooti.cC, United States Treasury Department , 

' 1300 S’ Street, Northwest, Washington, D. C. ; 

* Sincerely yours, ' ; , 
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John Edgar Hoover 

. , - - Director ", -*.* 

Copy of incoming sent to the Bureau of Narcotics by form 
letter. Copy also being sent to the Secretary >. -of the 
Navy. ■ , ‘ r 
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John Edgar Hoover 

Fedrol Bureau, of Investigation 

Washington , D. C. 


March 9 , 1952 
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Gentleman / 


Orc tfte Brundige 
show out New York) a 
able to prove in the 
driven to insanity by 
grams of some other 


B?yan Cxim e Report (which is television 
said he thought and would be 
JTeZTr future that James Y * Forrestal was 
placing two grams of opium and two 
narcotic in his coffee each day for two 


weeks. 

I wrote 


-Efl ft < 7 . 7 . d 


this would drive 
but have as yet 


any man into wanting suicide, 
received no answer. 


Would you please tell me if there is any doubt that 
Forrestal commited suicide naturalyP I would also like to 
know if taking those narcotics for the prescribed length of 
time wQuld cause said reaction P Please- send the reply to the 
above address . 
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Yours truly 3 
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